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" legal existence.

ead . T

Only two entitiés are the subJect of thi§ action. First, Chib for Growth Inc isa 527 v
membership organization. Second, Club for Growth, Inc. PAC is the Separate Segregated Fund .
of the Club for Growth, Inc. Citizens Club for Growth is a bank account of the Club for Growth. .
Citizens Club has consisted only of personal funds from individuals. It does not have a separate

s

. ."\

The remalning entities have no connéction to this matter. Speciﬁcally, Club for
Growth.net is an umncorporated 527 associatien/organization and is controlled drrectly by its
members. Club for Growth net is not a party to this actron

Club for Growth State Action, Inc. is a 501 (c)(4) orgamzatron meant- to serve pnmanly :
asa clearinghouse for state organizations that advocate pro-growth pohcres for state. and local -
governments. The so-called Club for Growth State Affiliates are all independent entities that |
have either formally or informally licensed the Club for Growth name through Club for Growth
State Action and the state organizations have different structures and tax status depcndmg on

‘state laws.

| Club for Growth State Action and Club for Growth net have 1nformally llcensed the Club-
for Growth name. . . S S :

! Club for Growth Advocacy may not still exist and in any event, The Club for Growth has
no control over Club for Growth Advocacy. .Club for Growth Advocacy was initially created as

2501 (c)(4). The Club for Growth believes that Club for Growth Advocacy either has changed’

its name to the Free Enterprise Fund or is doing business under that name. To the Club’s
knowledge, the Free Enterprise Fund shares no common directors with the Club for Growth or
Club for Growth State Actlon and it does not have authorization to use the Club for Growth"
name.
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| VARIOUS PRESS APPEARANCES, SPEECHES, AND POLICY

'MEETINGS BY STEPHEN MOORE FROM 2002 THROUGH
2004 - | .

VARIOUS PRESS APPEARANCES BY DAVID KEATING FROM. |

2001 THROUGH 2005
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- VARIOUS PRESS APPEARA]\CES SPEECHES, AND POLICY MEETINGS BY

STEPHEN MOORE FROM 2002 THROUGH 2004’ .

April 2002 ' IR Y
10"  Ken Bagwell Show Radio interview,
19"  KSFO Radio interview
25"  KCNN radio show
. "KRLA radio interview w/ Larry Moreno
29" Call w/ Latin Opinions
Dinner w/ Heritage Foundation
30"  entire dayon Wall Street Review
May 2002
1% KSFO radlo interview- Lee Rogers
- 2™ " Dinner Speech
3% Cato and Chuck Harder Radio Show -
6™  Greg Garrison Radio Show
LA Times Interview with Sally Hooks
7 Jason Lewis Show KSTP
Taylor Smith and American Skandia Speech
Birmingham, AL
8"  Florida — American Skandia Policy Speech
9t AM American Skandia Jackson Mississippi Policy Speech
. Dinner Washington Hilton Ball room to honor Milton Friedman
- 14™  Small Business Conference at Hay Adams Hotel 4 hours '
21%  Saddlebrook, NJ Am. Skandia Policy Speech
22" Wichita, KS Skandia Policy Speech
© 29" KSFO Lee Rogers Radio Show SF, CA
June 2002
7" © Bloomberg News
- CNN taping at office -
13™  Press conference
21 Young America’s Foundation
American Association of Small property Owners
24™  Georgia Trucking Association economic policy speech
25"  San Francisco Economic meetings Milton Friedman
26™  Milton Friedman and Dr. Arthur Laffer meeting
: These lists are not complete, but include all of the information that the Club could ascertain at this
time.
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July 2002

26 New Orleans and B110x1 MS Am Skandra economlc conferences 2

August 2002 . .

. .f‘ .

.6 KXEM Radio interview Phoemx AZ

12" Christian Science Monitor

13" NY- Bill Moyer TV Show

18" American Conservative Union Boot camp
26"  Reuters interview w John Whitesicle

27" Tax project w/ Williams and J enson

28" O’Reilly Factor

30" KSFO Radio Lee Rogers show SF CA

Sept_ember 2002

. 16™ CNN taping

19"  Laffer Conference

20" Laffer Conference

25"  American Conservative Union speech
30™  Cato Luncheon

November 2002

4™ Hartford CT evening speech American Skandia
7™ KFIV Radio Interview _
gt American Skandia Speech Oklahoma City, OK
9™  Am. Skandia Wichita, KS speech -

10™  KSFO radio interview

11"™ . Economic Forum participant

13" Steve Wampler Radio Show

16™  Conference call with Bank of NY
18"  Indiana American Skandia speaking tour

22™ . Leadership Institute speech -

23 NY American Skandia

23" - KSOV radio interview

Decémber 2002
10"  Greg Garrison Radio Show

13™  NPR TV show.
31" Brit Hume Special Report
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January 2003

Ping i b

7" KVIC Radio
- . CNBC interview
Inside Politics
: Lou Dobbs Money Line
8".  Radio America
9™  MD Tax Payers Association

13" © NPR
.USA Radio
Radio Wisconsin
15" CNBC
20™ © New York
CNN Radio’

Febijuary 2003

- s KSFORadio -

6™  Wisconsin
Public Policy Forum
7" Goldwater Institute
11"  KSFO Radio
12"  CNN Financial News :
13" Coalition on Urban Renewal- Starr Parker
14"  Meeting with Wayne Gable-Schwab
18"  WIET Radio interview PA’
Laffer-Moore conference call

19" 'Radio interview (evening)

26™  Meeting with Secretary John Snow

© 28" - Cato Conference in FL
- March 2003

4"  WNTK Radio interview

10"  New York School Choice meeting
13" _ Laffer Conference- all day
14" Laffer Conference — all day
18"  Capitol Hill testifying
20™  Radio interview
27"  KSFO radio interview
'KSEV radio interview
30"  Wisc. Public Radio interview

May 2003

1" Gilder Policy Dinner
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Oceanaire Restaurant
9% - TV interview . -

12" Secretary Snow meeting

22" CNN taping I

27"  Radio Shows.3 .
28" KSFO Lee Rogers o
KSIV Radio K

29" Greg Garrison Show
ABC News interview
30"  Cato luncheon

June 2003

10®  Prop 13 Silver Anniversary Dinner

16"  Tallahassee FL. w/ Grover Norqulst
Policy meeting

17"  NC meeting and radio show

23 ACLU luncheon

25"  Hearing on the Hill

26"  Heritage Dinner

27" Radio Show “As itis’ w/ Mike Foudy

July 2003

2" KSFO Radio

10"  O’Reilly Factor

23 Evening Radio Show
31" CNN Live

August 2003

2™ CATO _
Wall Street Journal Radio interview
3¢ Hill News Paper Interview
.Fox Newscable
11™  CATO event
12" CATO event
18™  Laffer Conference
19" - Laffer Conference

23 Memphis, TN American Skandia event

24" Jackson, MS American Skandia event
25" Yale University — Speech
29"  Louisville, KY - Speech
30™  Nashville, TN - Speech
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" October 2003

1 st,

6th-

) 7th

9lh

13“‘ :

15%
21%

) 22nd'

26lh

29

3 Oth

. 2nd

TR

TN and KY American Skandia events -

- J anh ary 2004 .

KSFO radio interview
Chicago Times Interview"

| Crossfire
. KCNN Radio interview

Luncheon w/ joint economic conference
WITT Radio mterwew

CBS News

Don Crow Show

Press Conference

Radio show taping our office
Kudlow and Kramer Show
Speech in Palm Springs, CA
Fox and Friends

NPR Interview

CNBC news

Heritage Speech

Mike Reams Radio Show
Wall Street Review

KVIF Radio

. February 2004

NPR
- KSFO
' Wells Fargo Speech
3 WPT Radio
.5™  Heritage Dinner
10" Dennis Miller taping
19"'to 22™ Palm Beach Economic Retreat
25™  WWVN Radio Tampa
March 2004
5™ CA for the Bill Maher Show
8"  KTRS St Louis
10" NY dinner on Social Security
11" Harvard Study Group
12" Radio Show
16"  Press Conference
Gilder Policy Dinner
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CA- tape the Dennis Miller Show
18"™ . Laffer Conference
- 19" Laffer Conference |
22"  Meeting with Secretary Evans
23" CQinterview David Miller
31%  New York Times I
i
~ April 2004
1% Small Business meeting w/ Jack Wynn Willard
) Chuck Harder Radio Show
13" New York event during day
Conservative union Dinner ,
16™  Texas- death tax policy meetmgs
NPR ' .
19" Cox Radio
20™  NPR radio
21" BBC
Evening radio show
- 27" Jack Wynn meeting- small business
May 2004
10" Meeting with Secretary Snow
19"  Leadership Institute Speech
' Ronald Reagan Dinner
20"  CATO conference
24™  NPR radio
June 2004
4™  Wheaton College Economic Policy Speech
7t Meeting with Dick DeVoss on School Choice
8"  NY- Economic Summit
9™  Meeting on Health Care
CNN
- Dinner meeting -
15" Market Place public Radlo interview
- Time Warner Executive meeting
16"  Round Table w/ Atlantic Monthly
24"  Oklahoma Council of Public Affairs Free Market Think Tank
July 2004
12" - Michael Medved Radio Show
14"  Empower America Social Security event
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16" - Heritage luncheon meeting re: the Budget-

19" Press Conference on Social Security
20" Press Conference on Social Security

\ .
‘August 2004 P \
3@ American Skandia meetings in Denver
4™  Jackson Hole meetings
5™ Jackson Hole
6™  Jackson Hole : _
11™  Radio show with Blanquita Cullen
NRA Radio
- New Yorker Magazine interview
23" NPR Show " -
31"  Economic Forum
. September 2004
5" CNN w/ Gene Sperling
gth Tallahassee FL meeting w/ Governor Bush
10"  Meeting w/ James Madison Institute
17"  Bloomberg News '
October 2004
5"  Dennis Miller Show Taping
6™ KION Radio Show
12" Radio interview
o NCA radio
13" .CNN :
14"  BBC Show live
15"  Brian Lehr Show
. Hot Talk Radio TV
19™ © KION Radio Show
20" Radio interview
21%  Union College for Policy Speech
Drug Speech
25" New York for Press Release
26™ - Jim Bohannan Radio Show
27"  Memphis TN Financial Resource Forum
KSFO Radio
November 2004
1* Meeting with Dr. Mankiew, council of economic advisors.

8" Las Vegas, NV Pacific Research Breakfast



(1
Uy

Lo |
&

'Er
3

[

;

FFranchise New Times Conference Speech -

: 'Decembér 2004

10"  Texas Public Policy Foundatien -

W,
W
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- VARIOUS PRESS APPEARANCES BY DAVID KEATING FROM 2001 . -

THROUGH 2005

\
January 2001 \ \
5" Fox Moming News re: Congress and the economy o ) A\

Febr_u_ary 2001

9" Fox News re: Tax cuts/economy .

22" WI Public Radio re: Tax cuts
March 2001

3 Paul Curtain Radlo America network news
14th MSNBC re: Tax cuts :

April 2001 -

12% CNN re: Tax cuts
25" MSNBC re: Tax cuts -

June 2001

21%  WPTT Pittsburgh, PA re: ¢bonorhy '

. Aug' ust 2001

- 3™ MSNBC re: Tax cuts énd budget surplus

January 2002

.29'hl CNBC What Bush should do on the economy -- débate

12"  Bloomberg radio -

May 2002

gt Fox Néws with Neal Cavuto re: Economy
June 2002

20" CNBC
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 August 2002 S T
g% WWUH CT Soapbox | o |

ABC-TV News Terry Moran Intervxew

Wage

October 2002 ' s

wo,
W

8" CBS MarketWatch TV

January 2003
ot WSMB New Orleans Ed Clancy ‘Show: Is the tax cut ﬁscally respons:ble

April 2003
22" WOR NYC re: Tax cuts

. May 2003 _
~,15"  WWLZ Elmira, NY The Jon Ant1s Show: Tax cuts and the Kenncdy ad campaign

239  MSNBC Pat Buchanan & Bill Press re: Tax cuts -
Fox News re: Tax cuts .

October 2003

30"  CNN
February 2004

g Fox News Channel Fox and Fnends re: Flscal debate
27" CNN

March 2004
17" 'WI Public Radio Conversations with Kathleen Dunn '

June 2004

~ CNN re: Economy

March 2005

7% Radio America Network news
8™  WDUN radio GA re: Social Security
9™ WKBV radio re: Social Security
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~ VARIOUS POLICY WRITINGS FROM 2000 THROUGH 2004
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Copyright 2(,).0“3.The San Diego Union'-Tribune Lo ' ' o
The San Diego Union-Tribune. \ 3 _

March 30, 2003, Sunday
. SECTION: OPINION;Pg. G-2
LENGTH: 686 words

|,,..3 HEADLINE Bush tax plan will pay dmdends

(Y :
(0 BYLINE: Stephen Moore; Moore isa semor fellow at the Cato Instltute and presxdent of the Club for Growth

F BODY:

e,:;- News commentators around the country are celebrating the vote in the Umted States Senate earher this week to shce

T in half the size of President Bush's bold tax cut plan. A New York Times editorial trumpets the vote as a triumph for
Ei' "fiscal sanity in the Senate.” CNN (the Clinton News Network) could hardly contain its glee when it descnbed the
P acuon in Congress as "a devastating setback for the president's tax-cutting agenda.” :

l It's not surprising that the liberal-biased media applauded the no vote on the tax plan, The folks at the indispensable
Media Research Center find that "news" items on'Bush's $725 billion tax relief plan have been running “at least 4 to
1" against the proposal. The media are not serving as a neutral Jjudge of the Bush tax plan; they are serving as its
executxoner : : :

“month of negativity, the stock market bears still growling with discontent, and the manufacturing sector still bleeding
jobs, a fax cut stimulus would provide the U.S. economy with the kind of adrenaline rush that a 3 point shot does in
the waning minutes of a tied NCAA basketball game during March Madness. Tax cuts clear away barriers to new job
-creation and new business investment. This economic growth strategy worked for John F. Kennedy in the 19605, it
worked for Reagan in the 1980s; and it will work again for Bush now. '

So 'Why the temporary setback in the Senate? George Voinovich of Ohio, one of the three Senate Republicans who
bucked his own party on the tax vote, said that taxes should not be cut during a time of war. Nonsense. The best way
to assure victory in this war against terrorism is to stoke the fires of America's powerful engine of economic growth so
that it's running again on all cylinders. This is precisely the strategy that Reagan used to win the Cold War. We
triumphed against the Soviet Union thanks to a combination of vast military and economic superiority. The goal of the
terrorists is to-disable the U.S. economy. Pro-growth tax cuts are a powerful defense mechanism to foil this strategy.

The top Senate Democrat, Tom Daschle, complained this week that the Bush plan will blow a grenade-sized hole in
the budget deficit. Deficit spending is indeed a big problem in Washington these days. But it is the absence of speedy
economic growth (as we grew accustomed to in the 1980s and 1990s) that has thrown the budget into severe
imbalance. Without American small businesses making profits and with unemployed workers unable to find decent
paying jobs, how in the world does Daschle think that Americans will generate the tax revenues to balance -
expenditures and receipts? -

Growth and expenditure restraint are the keys to eliminating red ink on Capitol Hill. If president Bush's tax plan

. But President Bush's tax cut is not dead -- nor should it be. With every passing aay there are ﬁn'thor flashing signs that
the limping economy desperately needs this tax cut stimulant. With consumer confidence recording its fourth straight.

increases economic growth by just 1 percentage point a year and if federal expenses are cutback to the rate of inflation, '




a0 R age £2F - ow audl

> F
e 7

: that's alot of money.

we will have a balanced budget by the year 2006 and we w111 even have a $100 bllhon surplus Even in Washmgton

The crown Jewel of the presment's tax plan is the elnnmatlon of the d1v1dend tax on owners of stock. The economics
firm Kudlow and Co, estimates that just that one provision would increase stock values immediately by 5 percent to
15 percent. That boost to the stock market would increase the net worth of American families by between $500 billion
and $1 trillion. The Heritage Foundation economic forecasting model says that the pre51dent's tax plan creates three
times as many new JObS as the Senate Democratic ahemat;ve ' . :

o

The White House said again this week that the president will not compromlse on his tax plah' if the alternative means "

_'more jobs lost and less economic growth than America is capable of achxevmg ‘And that is exactly what the
altematlve means. Fight on Mr. Pre51dent Your critics don't have alegto stand on. .

LOAD-DATE: April 1;2003
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Copynght 2002 The San Diego Umon~Tnbnne ' - | B L
The San Diego Umon-Trlbune \ -

| July 17,2002, Wednesday '
SECTION: OPINION;Pg. B-7 |
LENGTH:.844 viords

H'EADLINE Secunng the homeland, More bureaucracy solves nothmg

BYLINE Stephen Moore; Moore is president of the Club for Growth, a Washmgton, D C.-based think tank
promotmg smaller government and lower taxes. :

BODY: o '

George W Bush should rethink his proposal to create a new Department of Homeland Security. Once upon a time --
as recently as 1995 -- Republicans wanted to reduce the size of the Cabinet, not add to it. If a Homeland Security
department is truly necessary, the Commerce Department or HUD must be closed down to make room for it. If the
Repubhcans won't shut down agencies that long ago outlived their usefulness, they should at least adopt a pollcy of no -
net increase in Cabinet departments.

Creating this new department is likely to be highly expensive (at least $4 billion for just reorganization costs), and it
may very well create more, not less bureaucratic overlap and redundancy in Washington. Before Congress signs off on
President Bush's proposal to create another new agency, 'we should consider the inglorious hlstory of new Cabmet

. departments.

Let's start from the beginning. When the U. S. government was first founded there were just three Cabinet agencies: a

Deparlment of War, a State Department and a Department of the Treasury. In those founding years of our nation, all

domestic government activities, outside of delivering letters, were handled by the Treasury Department. The Treasury -

Department's first entire budget to deal with all civilian concerns was less than $1 million. Congress now spends that
roughly every five seconds. .

Tod'ay, we have 15 Cabinet agencies -- and 13 of them deal with domestic social welfare issues. JimmyCarter created.

two Cabinet agencies: Energy and Education. The education and energy crises deepened after their creation. Both
should be terminated. In 1995, the newly elected Republican Congress was going to get rid of three Cabinet
departments, Energy, Education and Commerce, but all of them still remain.

The point, of course, is that it would be hard to argue that creating Cabinet agencies solves national problems and in
most cases, as with energy and education policy and hundreds of billions of dollars spent, they have made matters -
worse. ' ‘ :

Now, there are strong arguments for cleating a Department of Homeland Security. Not the least among these is that by
consolidating all border enforcement, intelligence gathering and national security concerns under one roof, there
should be a lot less duplication of effort and a ot less of the bureaucracy working at cross purposes -- which happens a

" lot in our $2.2 trillion government. Washington has inore than 50 job training programs, more than 60 low-income

housing assistance programs, and some 25 programs for vocational training. Washington invented the Department of
Redundancy Department So there is value in letting Gov. Tom Ridge house all these functions under his direct
control.




- There are a number of problems with the proposal however Flrst and most 1mportantly, we already have a
- Department of Homeland Security, and it is called the Defense Department. After all, if the Defense Department

which spends some $350 billion a year -- or more than twice what any other nation spends on military concems - isn't
spending that money on protecting the homeland, what is it spendmg these funds on? . : . :

The very reason we had a Sept. 11 attack was that our $2.2 tr1lhon government wasn't domg the one thlng itis
supposed to do, which is to keep us safe from foreign-harm. Our Defense Department spends tens of bxlhons of dollars -
on troops in Korea, troops in the Middle East, troops in Europe, and even Africa. TR :

‘The fact that the Pentagon doesn't have the money or resoiirces to keep our borders secure and to do the mtelhgence
~ gathering to keep us safe is lunacy. Foreign entanglements have gotten us so unfocused on the real priorities of 7’

national security that life and death issues like protection from terrorists on the home soil is an afterthought for the’
Pentagon. Meanwhile, we do have money for "peacekeepmg operauons" in Somalia, IMF fundmg for Argentma and

AIDS funding for Afnca

The crisis is here, Mr. Daschle and Mr. Hastert, not overseas

A better solution than creating a new Department of Homeland Security would be to rename the Defense Dep nent

the Department of Homeland Security. That will get our priorities realigned with the new realities of the natio
securitycrises of this post-Cold War world. All expenditures by this new department should be judged on the basis of
whether they enhance our security here at home. Under th1s plan, we save tens of bllhons of dollars, rather than spend

" another $4 bjllion to $5 billion.

President Bush must recognize that the prohferanon of Cabinet agencles over the last 50 years has not solved a smgle
problem in America. And it certainly not helped in any way to increase homeland security. Just the opposite is true.
The bureaucratization of government in Washington has weakened and strained the federal govemment's ability to use

its resources eﬁ‘ecnvely

As Texas Senator Phil Gramm has said many times before "A govemment that tries to'do everythmg, ends up doing
nothing well." S .

LOAD-DATE: July 19, 2002
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Copyright 2003 The Deseret News Publishing Co. . '
Deseret Moming News (Salt Lake City) - o T

_ o " July 12, 2003, Saturday
SECTION: OPINION; Pg. A11 '
LENGTH: 743 words .
HEADLINE: Re-regul_ation of power rna'rkels vlrould bea mistrake

BYLINE: By Stephen Moore Scripps Howard News Service

" BODY:

Deregulation has béen one of the great pro-consumer public policy success storiés over the past quarter-century.

Airline deregulation in the late 1970s ushered in the modern era of widely affordable discounl airline travel, with ticket prices falling by almost
half. Similarly, with a stroke of a pen in January 1981, President Ronald Reagan ended the energy crisis and the gasoline lines of the 1970s
As a consequence of ending price controls for oil, the inflation-adjusted price to fill up your gas tank is far lower today than then

" But we've leamed a more painful lesson about regulatory change in recent times, too. When Congress or state lawmakers botch lhe plan

things can go catastrophically wrong.

That's precisely what happened in California during the recent electricity brownouts. During the worst stage of the electric power shortage,
California homeowners and businesses had to ration their electricity use, dim the lights and tum off their air conditioners. A basic service that
Americans take completely for granted - the cheap and uninterrupted access to electric power for light, for heat, for running our computers,
powering our hair dryers and dishwashers — was suddenly a scarce commodity. Electric utility prices skyrocketed because of a tragically
flawed electric power restructuring plan that was actually supposed to save California homeowners money. Oops. )

' Later this month Congress will vote on a new eleciricity re-regulation scheme that could do for the nation what Sacramento legislators did to,

California. Uncle Sam's energy regulators want to impose vast new federal control over state and local electric utilities

The plan aims to lower prices and expand efﬁciency of the national electricity market by requiring private power-generating compames across

the coumry to come under the authonty of newly created mega-Regional Transmnssron Organizations.

Washmgton regulators who contrived this new federal power grab —no pun intended — falsely label their plan a form of pro-competition :
deregulation. But if this is deregulation, why does the plan require 603 pages of new rules? Why does it cost $750 million to implement? Why

does the flow chart of this orgamzauonal redesign make the 1993 Hillary Clinton socialized medicine plan seem sane and comprehensible by

comparison?

The new scheme also appears to create 'clearly deﬁnable winners and losers -~ and it should be no surprise that the wmners are the politically
powerful states. Places like New Mexico, Arizona and Colorado are expected to see utility prices rise under this beggar-thy—neighbor scheme
while more of their power gets exported to the major power-using centers like California, New York and Chicago.

One wonders what exactly is the policy problem here that Congress is trying to solve. For years and years, electricity prices have been falling
in the United States. The Department of Energy recently conceded: "The electric power industry has generally been marked by substantial

" growth in capacity and generation and dramatic declines in price.” A Cato Institute report finds that the average household pays less than

one-third in wage-adjusted prices for electricity today than the equivalent household did in 1950.

Supporters of the new plan to essentially federalize electricity pricing and transmission policy hope that it will reduce utility costs by $1 billion
annually. But Thomas Lenard, the respected energy analyst at the Progress and Freedom Foundation, notes that the overall production
capacity of electricity could easily fall under this new plan because of reduced investment in building new power plants.

That would mean higher, not lower utility prices. Lenard's waming is worth repeating and demands the upright attention of Congress: "If this
regulatory plan is adopted by Congress, the California electricity mistake will be repeated at the federal level, and the next electricity crisis
may affect the entire nalion

That is why Congress should reject the new federal re-regulation of electricity markets. Yes, the nation's electricity markets could be made

-more efficient through greater forces of competition in local markets. But deregulation means that the federal regulatory apparatus is

dismantled, not empowered. As Reagan proved, true deregulation doesn't require 600 pages of new law; it just requires a stroke of the pen.

Stephen Moore is president of the Club for Growth.
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' LENGTH: 414 words

HEADLINE: Tax cuts are not to blame
BYLINE: Stephen Moofe

BODY: :
Today's debate: Government borrowing -

Opposmg view: Outrageous deficits are result of Congress out-of-control spendmg

/
The pronouncement that the federal deficit inay exceed more than $ 500 billion next year -- -a ﬁgure greater than the

entire gross domestic product of most nations:-- has American taxpayers justifiably infuriated. Running up debt
obligations like this on future generations is a form of congressional child abuse. Our children and grandchildren will
pay a hefty financial price for our current financial recklessness. They may not soon forglve us. _ ,

" But the binge in debt spending is not a result of Pres:dent Bush's tax cuts. At most, only about 25% of the deficits are a

result of the tax cuts. Moreover, if the Bush tax cuts generate a stronger stock market, higher business profits and more
jobs, the faster levels of economic growth will be a maj or factor in helping generate more tax revenues to bring the

deficit down.

- So far so good on this score: Since the president's capital gains and dividend tax cuts were enacted in May, the

resulting stock market rally has increased Americans' wea]th by more than $ 1 trillion, accordmg to the Amencan
Shareholders Association. :

The root of the huge deficits has been an inability of Congress and the White House to control their spending appetite.
In the past three years, the federal budget has grown more than one-half trillion dollars. Some of this is attributable to
justifiable expenses to fight the war on terrorism. But non-terrorism-related federal expendntures are now growing at a
faster pace than at any time since Lyndon Johnson was president.

The most vital step in restraining the tidal wave of red ink that has engulfed Washington is to just say "no" to the
unconscionable $ 450 billion prescription drug bill for senior citizens. If allowed to pass Congress, it will add $ 3
trillion to the national debt during the next 60 years. Since roughly 75% of seniors already have private drug benefits,

~why pile huge new debts on the backs of our children? This is like pouring gasoline onto a burning home.




‘Ronald Reaéah once said that "to compare Congress to drunken sailors is an insult to drunken sailors." That has never

been more true than today. We won't rebalance our federal budget until the polmcxans come to grips with their
addiction to overspending. : . o

ok ok ’ . . v \

Stephen Moore is president of the Club for Growth, which advocates tax cuts and limited gover)nent.
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The blggest problem with the U. S. economy today is not our budget deﬁClt but our growth def cit.

We have lost 2 million jobs in the past two years, and the economxc-growth rate has fa]]en by half from the prosperous .
pace of the 1980s and ‘90s. . _

Until we get the growth-deficit problem fixed, the budget cannot be balanced. If we can increase the economic growth o
rate by just one percentage point a year, the federal government will collect $ 1.5 trillion'more taxes during the next
-decade s1mp1y by putting America back to work. _

B That is why President Bush's economic-stimulus tax cut is cruc:al to our economy 1ts beneficiaries w111 be workers
investors, states and cmes -- all of which are front-line vxctlms of anemic economic-growth rates.

The jewej of the president's tax plah is the proposal to eliminate the double tax on stock dividends.

Currently, dividends are taxed as corporate income to businesses that pay them, and then as personal income to
individual shareholders receiving the dividends. This can result in tax rates on dividends as high as 70%. These
punitive tax rates reduce stock values capital investment and savings. And, of course, it is fundamentally unfair to tax

the same income twice.

' Many economists believe that by eliminating the double taxation of dividends, stock values will rise by as much as
- 10% immediately. This is very good news for the 85 million Americans who own stock but have seen their retuement

. incomes disappear during this bear market.




.The problem of deficit spending should be controlled by expendit_ure control. If Congress would simply hold.federal '
spending to a 2% growth rate a year for five year§-We could balance the budget and afford President Bush's tax cut.

We should all remember the words of President John F. Kennedy, who said: "It is a paradoxical, truth that when tax

| rates are too high, the economy will never produce enough jobs or enough re_ve'\:ues'to balance the budget."

l

1  Let's get the economy in to high gear again with tax cuts and balance the budget by cutting out-of-control govérmneﬁt _ )

r spending.

* ok
ko
[ .
(D

b‘ Stephen Moore is a senior fellow in economics at the Cato Institute and president of The Club for Growth. -
> . .
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President George W. Bush has proposed a $674-billion tax cut to help pull the economy out if its two-year. bear—market rut. In releasmg
ﬂ§ plan, Bush seemed to be announcing to the nation: , o, .

[ N

P

When it comes to tax cuts to energlze the economy. size does matter

He's rlght This ﬁold plan - almost five times larger than the Democratic alternative - is exactly the nght fiscal medicine at the right tnme lts N
beneficiaries will be workers, investors, states and cities - all of whom are front-llne VIctlms of anemlc economic growth rates _

The cenlerpleoe of the president's plan is elimination of the double taxation of dividends. Cun'enily. dnvndend income is taxed as corporate
income fo the )

business, and then as personal i income to the individual receiving the dividend. This can result in effective tax rates on deends as hlgh as
70 percent. These punitive tax rates, in turn, reduce stock values, capital investment and savmgs :

' John Rutledge, a respected Wall Street economist and a former

Reagan administration economist, estimates elimination of the dividend tax could cause srock values to rise by as much as 10 percent, which
is good news for the 85 million American shareholders. Gary Robbins, of Fiscal Associates, says that a dividend tax cut will increase Gross
Domestic Product by at least $5 for every $1 of reduced tax receipts. That's a high economic pay-off. Even the Democratic critics of the

- president's plan unwittingly acknowledged the value of this plan when they criticize it for stimulating the stock market. What's wrong with a

plan that raises the wealth holdings and retirement incomes of American stockholders, who now make up almost half of all U.S. households?

. The other major feature of the Bush tax stimulus plan is to fast

forward the tax cuts from the presrdent's 2001 plan. This, too, makes good economic sense.

The phased-m tax cuts in the 2001 tax plan were always of

questionable economic benefit. Would you go to the store today to buy a product if the store advertised that tomorrow the pnoe will be
marked down by another 20 percent? Delayed tax cuts delay economic activity and often have exactly the opposne impact as hoped. They

de-stimulate the economy.
President Bush would accelerate his earlier tax cut. A majority of
House and Senate members voted for the tax cut two years ago. Why not provide the full economic bang of the tax cut ‘now, when the

economy most desperately needs a shot of steroids? Cutting the highest income-tax rates is especially stimutative because roughly two out
of every three Americans paying the highest tax rates are small business owners. They are the wealth and job

producers in our economy.

' One reason the U.S. economy is ailing is that business investment.

has fallen dramatlcally Simultaneously the U.S. venture capital industry, which prowdes the seed com for new developing 21st-century
companies, is almost entirely dormant today. Why the skittishness? Investors don't see the profit opponunmes m new ventures. Costs are too
high for new businesses thanks to government meddling; payoffs are too meager thanks to excessive

taxes oncapital investment - i.e., the capital gains tax and the dividends tax.




The objectlve of this’ plan is to replicate the tax <cut successes '

of Presidents Ronald Reagan and John F. Kennedy It wa&*3FK Who said that "rt isa paradoxrcal truth thai when tax rates are too hrgh the
economy will never: produce enough jobs or enough revenues to balance the budget.” _

- Deficit hawks in both parties will no doubt squeal that this tax plan is unaffordable and wrll run up the national debt They are wrong What

Kennedy and Reagan , : \

and now Bush understand clearly is thai iti is the absence of economic growth that causes runAuay budget deficits.

. So let the class-warfare Democrats embrace smaII and impotent s

- mean hrgher stock values and greater retrrement security.

. ;" Republicans must not shrink from the battle Bring on the fight.

w
)

.
-}
vy
ST
(&)
P

policy changes changes that increasingly sophrstrcated investor-class voters will rmmedrately identify as fraudulent The obstructromst '

" Democrats have announced that they intend to fight against the president's genuine Republican growth package and to wage all-out

class-envy warfare. Bush has 90 million investor-class Amencans on his side who realize that tax-rale cuts

GRAPHIC PHOTO - Stephen Moore

LOAD-DATE. January 9, 2003

" Copyright © 2005 LexisNexis, a division of Reed Elsevier inc. All rights reserved,
Your use of this service is governed by Terms & Conditions . Please review them.

ed-




Document Links:’ : =

. Start of Document

SECTION: ‘o

HEADLINE:

" LENGTH; - Lo _ - T T
. . ) L

MY
I’“h-
w
e
|
w'l

'::r
e
Frw
Y

BYLINE:

BODY . :
GRAPHIC: .
LOAD-DATE:

N : ’
Copyright 2002 Newsday, Inc.
Newsday (New York)

. March 21, 2002 Thursday NASSAU AND SUFFOLK EDITION
SECTION: VIEWPOINTS, Pg. A43 '

LENGTH: 720 words

1

HEADLINE: Campaign $$ Curb Penls Free Speech -

BYLINE: By Stephen Moore; Siephen Moore is president of the Club for Growth a political actlon group, and a senlor fellow at the Cato
‘Insitute

BO_DY:

n

THE CAMPAIGN finance reform bill that passed the Senate yesterday and was sent to President George W. Bush for his slgnature is the
“most fraudulent leglslatlon in Washington since Hillary Clinton promised health insurance ooverage no one could ever lose.

Even those who support the idea of limiting special interest money that flows into’ campalgns and into the coffers of the political parties, will
be disappointed with theé bill's impact-on our election process. Special interests still will be able to cozy.up to Congress with nearly unlnmnted
campaign spending - albeit through different routes. Campangns will oost no less.

The creation of Sens. John McCain (R-Ariz.) and Russell Fenngold (D-Wis.) is not about cleamng up elections or fighting political corruption. It
is not about weeding big money special-interest influences out of politics. The legislation is first and foremost a jobs protectlon bill for
members of Congress. .

How s0? The most insidious feature of this bill would prohlblt issue-based organizations from running TV or radio advertlsements that criticize
or praise a candidate in the 60 days before an election. This means, for example, that the National Rifle Association could not runan ad -
proclaiming: "Congressman John Smithereen is a buffoon because he voted 4 times for gun control Ieglslatlon Y Handgun Control Inc. could -
not likewise attack a congressman for his pro-gun votes. . . :

What is more fundamental to the constitutional right of free speech than the right to freely criticize the pollcles of our own government and, by
implication, the politicians who enacted the laws we find offensive or wrongheaded?

- imagine if this bill had existed during colonial days. Patrick Henry would announce that King George Iii was a big oaf for iaxmg the colonies
" to great excess, and out would come the lawyers and the magistrates to muzzle Henry, on grounds that his cnthue had come within 60 days

of an election.

Political scientists have mlculated that incumbents start off every campaign wnh roughly a $500 000 advantage due to hlgh name recognition
and the assorted privileges and perks (such as free mailings) of holding ofﬁce

Just about the only way to beat a sitting congressman or senator is to educate voters about what they stand for with ‘rapid-fire shots at the
incumbent'’s voting record and behavior in Washington. And this must be done not months, but days before the elections - when normal
Americans who don't live and breathe politics start paymg some modicum of attention.

The measure |s mainly identified with McCain, who wishes to stifle competition against incumbents. For example, on nearly a half-dozen .
occasions, McCain has dited the Club for Growth (a conservative political action committee) as a case study of the need for h|s campaign
finance bill.

On CNN recently, Wolf Blitzer asked McCann why he supports a 60-day advertising ban. "It's because of outfits like this so-called Club for
Growth,” he replied. "They came into Arizona Iast year and ran hundreds of thousands of dollars of negatlve attack ads. No one knew who

. they were. No one knew who their funders were.”

What has McCain and his allies nervous is that issue groups like Club for Growth actually fund insurgent campaigns against incumbents in

_both parties. When the bill goes into effect, the chances of ousting an incompetent incumbent will be drastically reduced. How can voters be

expected to ever "vote the bums out, " if they don't know the facts about how their bum voted?

McCain's campaign bill would lead to less competitive, not more competitive, elections. A recent study of the 'myriad of campaign laws at the
state level by the Levy Economic Institute of-Bard College discovered that limitations on campaign spending and advertising lead to higher




P
]
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- rates of election of incumbents. - o ' : ' : B o

Is that what voters really want? Under the cbrrent laws, inqu}bpnts are virfualiy unbeatable unless they have committed a sex offense with a
minor or they've been convicted of some other felony. The ‘average incumbency re-election rate is between 96 percent and 98 percent, It's
easier to get somebody out of prison than out of Congress. If anything, lawmakers should pass laws making elections more competitive, not

" less. : o

1
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" It pains me to say this, but the Repubhcans in Washmgton seemmgly have forgotten who they are and why voterf sent

them to the capltal in the ﬁrst place :

"~ Even though Wwe now have GOP control of the White House the Senate and the House, the bloated $225 tnlhon
- federal goveynment has grown more rapidly on President Bush’s watch than xt did under Clmton

What in the world is going on here? Aren't the Republlcans supposed to be the ﬁscally consc1ent10us, antl-brg
govemment party? : S _

I always thought so. It was music to my libertarian ears when the Grpper declared unforgettably in 1980 that brg

_govemment isn't the solution to our nation’s problems; big government ISthe problem

In the 1990s, 1 worked with Newt Gmgnch and Dick Armey to draft the Contract With America and helped engineer.
the revolutionary Republican takeover of Congress. We Republicans pledged that we would make government smaller
and smarter, and we would abolish hundreds of federal agencies, bureaus and departments that are obsolete,

meffectlve and wasteful ' : .

. But the war on waste has been lost virtually without even firing a shot.

President Bush and Republlcans have enacted the biggest education bill in history. The new $ 100 billion farm bill is
the costliest ever, and gives many rich farmers $ 1 million in handouts. We just approved a $ 15 billion Africa aid bill
and many Americans (especially those out of work) are wondering whether that money couldn't be spent a lot more
wisely here at home.

With this kind of budget restraint, who needs George McGovem and Tip O'Neill?
The Republicans are now working with Ted Kennedy on a Medicare prescription drug bill that is the b1ggest
expansion of the welfare state since LBJ sat in the Oval office. Excuse me, but I thought we Republrcans wanted to get

rid of the rob-Peter-to-pay-Paul income redistribution schemes

The tentacles of the federal octopus have delved wider into every area of our lives and deeper into our pockets than
ever before. Fred Smith; the president of the Competitive Enterprise Institute in Washington, says that new regulations

‘on business have proliferated at a record pace under this Republican administration. The Cato Institute finds that Bush '

is the biggest spender in the White House since the bygone era when the Beatles were still banging out hit records. It




.wasn't the tax cuts that caused the deﬁclt to balloon to $ 450 bllhon this year. lt was the rundway train of reckless
__federal spendmg :

i g ¥ ’ :
J ust last week House Republicans approved a$ 10 million hike in the budget for the National Endowment for the -

, Arts. That was one of the inorally offensive give- away programs Republicans promised they would workto = . .
extinguish. Now they' re fattening its budget. It gets worse. Taxpayers.are nowsubsidizing sexual pleasure by allowing
Medicaid to pay for Viagra. And here's the ultimate outrage: The Repubhcan (liongress had neay doubled the budget .
of the hated IRS. :

. There s only one depressing: explanatlon The limited govemment party of Reagan has morphed 1nto the big spending:
party of Rockefeller. So now we have two big government parties in Washmgton competing to see which can buy the
most votes by passmg out the most pork to the spec1a1 interest groups. : .

" That's awful news for aggneved taxpayers and its embarrassmg news to the apparent dymg breed of Reagan

4 U-" Repubhcans like me.

m Perhaps conservatives need a new pohtrcal rallying cry: Btg government Republtcans aren't the soluuon they are the ; .
h problem : : :

-t . , .

‘ff Stephen Moore is pre51dent of the Club for Growth and a senior fellow at the Cato Institute.
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Presxdent Bush and Sen. John McCain would ban mdependently financed polmcal attack ads from the TV
and radio airwaves; Bush-says that election season ads by "527" organizations, such asthe one Irun, the -
~ Club for Growth, "are bad for the political system." John Kerry, meanwhile, has been damaged in the polls
_ by the Swift Boat Veterans for Truth ads fmanced by big Republican donors; many of h15 supporters want
them pulled off the air. .

Such complamts are drenched in hypocrisy, no matter which s1de they come from. Back when the White
House was promoting the McCain-Feingold campaign law, President Bush emphasized that a "first and
foremost" principle of democracy is to "strengthen the role of individuals in the political process by . .
protecting the rights of citizen groups to engage in 1ssue advocacy." That is prec1sely what 527 '
orgamzatxons are doing this year.

It's mtemstmg that liberal groups, which spearheaded the campaign reforms to keep the fat cats from

spending unlimited dollars on the political process, were first out of the gate in the money-raising derby -

. this election season, raising donations $1 million and $10 million at a time from, of course, fat cats. When
" George Soros wrote a $12 million check to MoveOn.org and other groups to defeat Bush, liberals and the

Kerry camp defended it as necessary to "level the playing field,” because the Bush-Cheney campalgn had

raised $200 million in sinall, ha.rd-money donatlons

. Defending 527s in the current political environment is no easy task, but let me try.

The first false premise about 527s is that way too much money i_s being spent this election season. This

1of3 : oot ' - S 5/27/2005 10:39 AM
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'year as much as $1 billion is expected to b& §pent on-the presxdentlal election -- about twice what was - .
- spent in the 2000 campaign. But a lot of money is being spent precxsely because the stakes are so high. We

are deciding in November who will be our.commander in chief in a war on terrorism against people who -
want to destroy our nation. We are deciding who will be the chief execttive of the largest organization in
the history of humamty -an enterpnse known as the federal govemment \lt spends $1 billipn every four -

~ hours. .

Political ads by outside groups fulfill an important role in our democratic system. They educate. They hel'p '
keep Americans engaged in and attentive to the coming elections. The same good-government advocates.

* who complain that Americans don't pay enough attention to politics and bemoan lower voter turnout in

elections in recent years also want to muzzle advocacy groups that remind Americans that they have
something at stake in the elections. This year citizens are more engaged than any tlme in recent memory,. ,

.. and the 527 groups are both a cause and a consequence of that engagement

The candldates and pol1t1ca] parties want to ban the unrestramed flow of dollars to 527 so they
themselves can monopolize the money and the message during the-campaign season. Incumbentsin.
Congress all rallied in favor of regulating uncapped spending by issue-oriented groups, because they want

" to ensure that their 96 percent reelection rate is protected against attack ads that might bring attention their
" positions on controversial issues. A ban on outside issue-ads before an election won't just silence '

MoveOn.org but also messages from groups ranging from the Sierra Club to the National Taxpayers |
Union, to the Girl Scouts, to Notre Dame, to the firefighters union. 1 don't have a clue who's telling the
truth between John Kerry and the Swift boat veterans, but it seems to me a healthy debate to have,

especially because Kerry has based his credentials for the presidency -on his Vietnam service.

Whieh brings us to the thorniest and weightiest issue of all: Should the First Amendment protect TV and

 radio ads that attack or praise the positions of candidates within 60 days of an election? What seems clear -

is that our Founding Fathers sought above all else to protect political speech when they crafted the First -
Amendment. These were men who had risked all by criticizing and attacking the injustices of King George
III. It seems doubtful they would applaud an interpretation of the Bill of Rights that said: "Congress shall
make no law abndgmg the freedom of speech -- except about candidates just before an election." It's . - .
mlghty depressing to see so many civil llbertarlans wantmg to curtail pohtlcal speech. :

The other day I was walkmg down a busy street in Washmgton when an earnest college girl holdmg a
clipboard asked me if I wished to sign up to help John Kerry. 1 couldn't help wondering whether John .
McCain would think that she and the hundreds of thousands of others who are making important in-kind
contributions to help Bush or Keny are engagmg in a form of unregulated poht:cal speech that needs to be
curtailed.

Why not keep the pfoceés open and unregulated? American voters aren't stupid. They will soft through the
issue ads on TV, radxo, the Internet, the telephone, the 1nail and any other form of communication. And
they will make the right informed decision on Nov. 2.

lf George Soros wants to spend $100 million of his own money to educate the public about the blunders

‘that Bush has made as president -- as he has threatened to do -- why muzzle him? Let's have full dlsclosure

of donations to candidates and political groups and let the voters dec1de whom to believe.

The writer is president of the-Club for Growth and a senior fellow at the Cato Institute.
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When he was president, Ronald Reagan used to quip that comparing the spending habits of Demotrats to drunken
sailors is an insult to drunken sailors. For at least a generation now, Republicans have reflexively tarred and feathered
the Democrats in Washington as spendaholics. The GOP's two watershed elections of recent times, 1980 and 1994,
‘were won on successful attempts, first by Reagan, then by conservative congressional Republicans and Newt Gingrich
as House speaker, to convince voters that the federal government had become 100 big and too intrusive--and that the
fiscally reckless Democrats were to blame. :

It's virtually certain that when the campaign season begins in earnest in a few weeks, Republicans will agam skewer
Democrats as tax-and-spend, nanny-state liberals. But this time, the strategy may fail --miserably. And it's not because
Democrats are suddenly turning into a gang of fiscal tightwads. Rather, the problem is that Repubhcans have become
~ prodigious spenders themselves. : :

Over the next five years, the Democrats would like to spend $ 10 trillion, if you consider proj jections included in
President Clinton's final budget, which is generally considered to be a glimpse of Al Gore's first budget. Ten trillion
dollars? That's more money in real terms than it cost to fight World Wars I and 11, the Vietnam War, the Korean War
and the Civil War combined. Congressional Republicans say that's entirely excessive: Their counter-demand is to
spend § 9.95 trillion. Not much of a difference. Either way, big government wins.

In a new Cato Institute study, Stephen Slivinski and 1 show that the 106th Congress is on pace to be the
biggest-spending Congress on civilian social programs since the late 1970s. By year's end, federal social spending
since January 1998 will have soared by $ 33.4 billion—-or 11.3 percent after adjusting for inflation--compared with the
-105th Congress. Rep. Tom Coburn, the retiring Oklahoma Republican who is one of the last of the GOP's budget
hawks, frets: "We Republicans have lost control of the budget process.” :

‘There is also a resurgence of big, beefy budgets at the state level, where Republicans control 31 governorships. Since
' 1996, state spending has grown at almost twice the rate of federal outlays. This is partly explained by the shift in
responsibility for programs such such as welfare, but other programs are burgeoning in the states. New York Gov.
George E. Pataki, who came to office as the antidote to Mario Cuomo's tax-and-spend policies, now wants an 8




- ‘percent increase in expenditures. In Arizona, Gov. Jane Hull has proposed higher sales taxes to spend more-on-

. schools, and in Tennessee, the budget has grown by nearly 50 percent under Gov. Don Sundqulst's tenure He is now
’ pushmg that state's first-ever income tax. All of these governors are Repubhcans : :

 For many years after 1 started covermg the federal-budget process in the early -l_9.80s, all domestic policy initiatives -
were constrained by the moral crusade to eliminate the budget deficit. Republicans typically frustrated the Democrats
~ spending designs by reminding voters that with $ 200 billion of red ink, the nation couldn't affond new social -
programs. But now that the deficit has become a surplus, the Republicans have lost their stomach for Ali-Frazier-type
- epic battles with Democrats over the budget. And so; the gold rush to spend money is on--in both'parties. Call it the
* curse of $ 200 billion tax surplus, but there is no questlon that Repubhcans are m full-scale retreat from their rallymg
cry to make government smaller and smarter. '

For an old-school fiscal conservatlve hke myself this story is thoroughly depressmg
o : : :
'W Back in 1995, as an adviser to Budget Commlttee Chairman J ohn Kas1ch, 1 helped the House Repubhcans craﬁ one of
W the most ambitious fiscal downsizing plans in decades. The plan called for eliminating three Cabinet agencies and
IF\_ more than 200 programs. The House approved it. Most readers will recall the ensuing knock-down, drag-out fights
wq between Clinton and congressional Republicans over the future of the National Endowment for-the Arts, education -
% funding, the school lunch program, and funding for the Corporation for Public Broadcasting. Clinton, his Democratic
ET allies and special interest groups fought ﬁ.tri'ously against most of these sp"ending cuts. Ultimately, they pré:vai]ed.
]
'::l' What is surprising, however, is not simply that most of the programs on the GOP hit hst recelved a new. lease on life,
r but that they are now prospering as never before. To be sure, in 1995, a few dozen federal prograins were elunmated
such as the U.S. Travel and Tourism Admlmstratwn and the Cattle Tick Eradlcatlon Program.

~ But since. 1997 not a smgle federal progxam of fiscal consequence has been eliminated. An absurd program, the wool
and mohair subsidy enacted before World War II to ensure an adequate supply of military umforms, was merclfully
ehmmated in 1995--only to be resuscitated in 1998 Lo

_Educanon Department funding is symptomatic of the GOP's newfound generos1ty Education's budget has grown by *
more than 35 percent since 1996 and, according to Education Week magazine, many education programs are faring a

lot better under a Republican Congress than they did when Democrats ruled Capitol Hill. Meanwhile, on the campaign - -

trail, presumed Republican presidential nominee Gov. George W. Bush says he ‘wants to add several billion dollars
more to the educatxon budget (chk Name three or four federal programs that Bush says he wants to get nd ‘of.)

The 65 lar.gest programs slated for extinction by the House Repubhcans' "Contract With America” budget in 1995
have actually grown since then by 17 percent. What are we to deduce from this? That these programs--including.
subsidies for peanuts and Amtrak, and tax dollars for Pillsbury and Ralston Purina to advertise their products
overseas--may very well have attained a kind of fiscal 1mmorta11ty ’I‘hey are the hvmg dead of the federal budget
process. A ,

budget coffers are overflowing with tax dollars are slim. We have.arrived at total fiscal paralysis, with neither party ;
able or willing to clean out the budget of even its lowest-priority agencies. (One happy exception is the telephone tax,
first enacted to help finance the Spanish-American War of 1898, which seems to be ready for repeal just 100 years

later.) As Jonathan Rauch, author of "Demosclerosis: The Silent Killer of American Government," notes, it's hard to "
.see why either New Democrat reformers or conservative budget hawks would applaud this development. The federal .

budget has become a cluttered attic of obsolete agencies started in the New Deal and the Great Society days. I'm now '
more convinced than ever that this housecleaning is unlikely to occur unless conservatives and liberals alike j Jom
-forces in aclmowledgmg that this agency unmoztahty is the essence of bad government.

Republicans are the poiiti-cal losers if they surrender their claim as the anti-big-government party. A Zogbypoll in -

l If Republicans couldn't cancel these programs during times of red ink, the chances of eliminating them when the
l March found that two—third_s of Americans think the government wastes at least 25 cents of every dqllar it spends. And
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' they are rlght Desplte all the talk these days about voters wantmg more federal spending for educatron and Medlcare, o
voters d0n’t seem especrally eager for a new Great Socrety spendmg bmge :

-

In 1998 just a few: weeks before the elect:on Repubhcans passed a $ 500 billion ommbus spendmg bill contarmng

lots of pork for everyone. Conservative voters were so disgusted, they turned away from the polls, and the GOP's
expected congressional-gains melted away into losses.. Republ1cans--part1cularly Bush--are differentiating themselves
well from Democrats on stratégic policy issues: tax cuts, private accounts for Social Security and missile defense, just
to name a few. But unless they begin to rearticulate the cage for a smalles and leaner federal govemment Republlcans

early poll advantages may vanish just as they did in 1998‘ A

. The Republlcans don't have to try to make the case for gettmg rid of everythmg wasteﬁll in Washmgton at once, as

they tried and failed to do in 1981 and 1995. But they have to make the case for getting rid of something. And they
need to convince voters that they will be more responsrble guardians of the budget surplus than Gore and '
congressional Democrats. _ -

But as thmgs stand now, that‘s not an easy case to make. The dirty little secret 1s that there are two blg govemment
parties in Washmgton 1n my book, that's at least one too many ;

Stephen Moore is an adj unct fellow at the Cato Instltute and pres1dent of the Club for Growth a conservatlve pohtlcal

. actlon commrttee

/
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HIGHLIGHT :
One Capttol Hill staffer reported that it was Chnstmas norning for 10bby1sts

BODY: -
America may be on the eve of war. We may have a rotten economy. We may have to worry about terronsm and our

i~ homeland security. And we may have big, beefy and economically debilitating budget deﬁmts again, -

But if you think that any of this has caused Congress to temporarily rise like Churchllhan statesmen above petty
politics, forget it. Congress has now sent to the president one of the ugliest spending bills in a decade--a $400 billion
"omnibus spending bill" that busts the budget and sets Olympic records for the levels of pork barrel spending. This
2,100-page monstrosity is so crammed with special interest parochial projects that many of the costly gems hidden

. away in this bill probably won't be found for weeks to come. Yet only 31 Republicans in the House voted no.

"The day the bill was drafted, one Capitol Hill étaffer reported that it was Chnstmas morning for lobbyists. One of tny

spies who went to thumb through the bill reported that lobbyists were rushing through the halls of the House office
buildings gleefully reporting to their clients news like this: "Jim we got the parkmg garage. Yep, fully funded--all .

-$290,000 of it. And we got the skating rink funded too.” Or, "Good news, sir. Ou:r new marble courthouse bu1ld1ng got

snuck in the bill late last night. Congratulatlons "

This bill is such a fiscal embarrassment that it is exactly the kind of pork-larded monstrosity' the Democrats used to
shamelessly pass and Republican conservatives used to rail against. These kinds of abuses of the public fisc won't
happen when we're in charge, the Repubhcans used to say. :

Unfortunately for the pork barrelers, the good folks at the House Republican Study Committee raked through as much

" of the bill as they could stomach without gettmg physxcally ill, and here are some of the noxious iteins they

dnscovered
*$1 million for the Towa Historical Society for exhibits related to the world food prize.
*#$750,000 for the Baseball Hall of Fame. -

*$725,000 for the Please Touch Museum in Philadelphia.

*$500,000 for.the Boat House Museum in St. Charles, Mo.




.%$500,_00_(_) for Tongass Coast Aquarium in Alaska. . . - : o

I. B ='!=$=350,00(.).fbr the Rock and Roll Hall ofFam_le.'l ‘ i o ' L T ‘ o

l_ *$210,000 for swine hoop.barn research in Towa. |
*$150, OOO.for office rehovations for Sen. Robert Byrd (D-W.Va,).

l T here s also money for a cowgirl museum, dozens of umversxty "research grants" with price tags in the rmlhons of
dollars, and expanded eligibility for farm aid (on top of the:$170 billion farm bill we just passed last Congress!).
Citizens Against Government Waste calls the bill the "pOI‘leSt bill ever." And those waste watchers can. smell bacon

. from a mile away. : :

The chauman of the powerful House Appropnatlons Comm1ttee Bill Young, calls this brll a "vrctory for natlonal
M defense." That's true only if you think spendmg $250,000 to promote soccer or $300,000 for sweet- potato research
¢o makes you feel safer from' our foreign enemies or if you think crickets and grasshoppers are a pnmary threat to our
() security (there is nearly $1 million in the bill to control these critters). _ :
ed ' Co '
P~ The bill isn't _]US'[ objectionable because of the thick slabs of pork. It's a grade A budget buster Its pnce tag came }
=1 $2.2 billion above the funding level that the president agreed to in negotiations in Congress. It is easily $10 brlho to

:; $20 billion higher than is fiscally responsible at a time of war and $200 billion budget deficits.

a0 '
. The $54 billion allocated for the Education Department is nearly al0 percent increase in spendlng over last year and
IN further validdtes the meddling tentacles of Uncle Sam into local school operations. Republicans are provmg tq be
blgger spenders on Jimmy Carter's Educanon Department than Democrats €ver were. :

. Perhaps the most fiscally outlandish provision of this bill would be to increase Medrcare payments to doctors—-whrch
could cost taxpayers an estimated $50 billion over the next 10 years. With rampaging health care costs swa]lowmg up
the federal budget, this provision will only accelerate Medicare's bankruptcy

Sadly enough, the bill passed thé House last week with just a few random opponents._ Incredibly, some left-wing
Democrats voted against the bill because they didn't think it spent enough money. The few brave Republicans who
bucked the party couldn't in good conscience bnng themselves 10 vote "aye“ for a bill that is so damagmg to our
nation's ﬁnances

. a two-minute lecture to his colleaguesin opposition to the bill. One of his Democratic colleagues challenged Flake and
questioned what a congressman from Phoenix could possibly know about farming. Wrong question. Flake grew up on’

" a farm. And he responded to the counterattack by saying: "I may not be in agnculture anymore, but after a chxldhood
of livingon a farm 1 assure you, congressman, that T know manure when | see it." _

l Back when the farm bill was being debated last year, Rep. Jeff Flake of Arizona rose up on the House ﬂoor and issued
l Too bad more of the dlstmgmshed gentlemen and ladles on Capltol Hill don't know manure when they see it.
Stephen Moore is preszdent of the Club Jor Growth in Washington.

GRAPHIC: Associated Press, Steven Tyler of Aerosmith (left) and Kid Rock perform at an induction ceremony for -
the Rock and Roll Hall of Fame, which would get $350,000 under the spending bill Congress sent to President Bush.
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Let consumers decrde wntes Stephen Moore -
""1'
o BODY: '
r~ So much for the myth that federal regulators protect the httle-guy consumer from big busmess
™4 .
On Aug. 8, the Federal Communications Commission approved a new rule that will raise the cost of a new TV set by
as much as $250. The purpose of this TV tax is to force American consumers to purchase a product they have refused
" to pay for voluntarily. This is a naked case of regu]atory corporate welfare: putting the financial interests of industry
lobbyists ahead of the consumer. . : .

"~ The new FCC regulation will require all new TV sets to.coine equipped with the capacity to carry drgltal broadcasts.
Digital TV is the newest fad inh TV engineering. 1t will allow TV sets to eventually receive DVD-quality picture and .

- sound. Currently, the "digital tuners" to provide this new technology aren't cheap. They can <asily add $200 to $300 to
the cost, of a TV--which.in some cases is more than the cost of the new TV itself. , C

Broadcasters and some TV manufacturers who produce the tuners--Zenith, for example--are feverishly pushmg the .
new regulatlon . :

Mtchael Powell the normally free market leamng FCC chairman, is lea.nmg toward approvmg the new law, which
would prohibit stores from selling TVs thhout the tuner after 2006. _

The FCC was, of course, created to safeguard consumer interests, but in this case the agency will mandate a new
. expensive technology, whether consumers want it or not. Most American households already have access to cable or
satellite TV. These viewers have mostly shunned the digital TV fad. Requiring these consumers to buy tuners with
- their TVs makes as much sense as forcing McDonald's customers to buy the fries if they want the Big Mac; or Apple
* to sell computers with Intel chips inside, or even baseball card packs to come with a stick of gum.

We have here a multimillion dollar income transfer from the TV viewing public to the broadcasters, with Uncle Sam =,
as the policeman and enforcer. In this case, the broadcasters' rush for special favors from government are no dlfferent
-or less justified than the handouts to the steel industry, timber companies and millionaire farmers

The bro,'adcasters djsingenuously justify their federal prote'ction racket by arguing that the economies of scale from
mass purchases can Jower costs to consumers. No doubt that's true. But, of course, that argument could be made to
justify government interference in-every new business and industry. If the government would require people to buy.




lemonade from my son's roads1de stand, he-can lower his costs and prices too. To listen to the sanctrmomous pubhc
.interest" arguments of the broadcasters one m1ght think they were sellmg the poho vaccine--not a pretuer p1cture ona
: TVscreen ' L o o L o : o S :
The FCC's case for this product mandaté is weak in the extreme. There is no market failure here that needs to be
redressed. In fact, history proves just the opposite. One of the hallmarks of the new high technology age is how rapidly’
consumer electronic innovations become available to the mass buying public. Today, through the magic of the free
market, even low-income households can afford color.TV sets, cellular telephones CD players, DVD players,
microwave ovens, the Internet, personal computers, and qn’ and on. The d1ffus1on of these technologres, in v1rtua11y
every case, occurred wﬂhout govemment aid. -

'If anything, govemment's track record has been one of mhrbltmg the diffusion of excmng technologles T]ns has

indisputably been the case in the area of broadband technology. Government regulations of telecommunications in the .

1990s have shrunk the incentive for phone conipanies to invest in the necessary cable infrastructure to bring
l'“hlgh speed broadband service to tens of millions of homes and businesses that still 1ack access Here govemment has '
:,contrxbuted to the digital divide in Arnerica. .
o
: r.As for dlgrtal TV, this new technology will become widely adopted not when the government decrees itto be so, but
~dwhen the prices fall fast enough so that Americans willingly purchase the product on théir own. The FCC shoul
*Tstand in the way of this new technology, but it shouldn't mandate it elther When the consumer is king, product gthty
mxmproves and prices fall. - _ .

P L
¢4The FCC's lat,est assault against consumer soverergnty should be overruled by Congress—-and before the next statlon .
break. .

S tephén Moore is president of the Club 'for Grdwth and a sénior fellow atl l_hel Cato Institute' in 'Washington, D.C

GRAPHIC: Associated Press The day will come digital TVs are wxdely embraced by consumers, “but pnces must
come down more first. -
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It's job protection for incumbents

BODY ' : '
The campa.tgn finance refon'n bill headed to Pre51dent Bush's desk is the most ﬁ'audulent leglslanon in Washmgton

since Hillary Clinton prormsed heath insurance coverage no one could ever lose.

" Sen. John McCain's creation is not about cleaning up elections or fighting polmcal corrﬁption 1t is not about weéding

big-money special-interest mﬂuences out of politics. This legislation is. ﬁrst and foremost a jobs protection bill for
members of Congress :

How so? The most insidious feature of this bill would prohxbn 1ssue-based organizations from runmng TV or rad1o
advertisements that criticize or praise a candidate in the 60 days before an election. This means, for example, that the

. National Rifle Association could not run an ad proclaiming: "Congressman John Smithereen is a buffoon because he
" "voted four times for gun control legislation.” Handgun Control Inc. could not likewise attack a congressman for his
.pro-gun votes. L . .

What is more ﬁmdamental to the constitutional nght of free speech than the nght to freely criticize the pohcnes of our
own govemment and, by 1mp11catlon the pol1t1c1ans who enacted the laws we find offensnve or wrongheaded"’ '

Imagme this bill had emsted during colonial days Patnck Henry would announce that King George was a big oaf for '
taxing the colomies to great excess, and out would come the lawyers and the magistrates to muzzle Henry, on grounds
that his critique had come within 60 days of an election.

- Political scientists have calculated that incumbents start off every sampaign with i'oughly a $500,000 advantage due to.

high name recognition and the assorted privileges and perks (such as free mailings) of holding office. Just about the
only way to-beat a sitting congressman or senator is to educate voters about what they stand for with rapid-fire shots at

~ the incumbent's voting record and behavior m Washington. And this must be done not months but days before the

elections--when normal Americans who don't live and breathe politics start paying some modicum of attention.

McCain wishes to stifle competition against incumbents. For example, on nearly half a dozen occasions, McCain has
cited the Club for Growth (which I run) as a case study in the need for his campaign finance bill. On CNN recently,
Wolf Blitzer asked McCain-why he supports a 60-day advertising ban. "It's because of outfits like this so-called Club

-for Growth," he replied. "They came into Arizona last year and ran hundreds of thousands of dollars of negative attack

ads. No one knew who they were. No one knew who their funders were."

'




‘What has McCain and his allies nervous is that _i_ssoe gioups like ours actuallyA fund insurgent carhpaigﬁs against -

' "_=ine13mbems-in both pasties. If the McCain bill is enacted into law, the chances of ousting an incompe_tentincunibexit e

will be drastically redueed. How can voters be expected to ever "vote the bums out," if they don't k;\ow the fafcts'abo'ut
how their bum voted? = - ' . ' , 5 . .

McCain's campaign blll would lead to less-competmve not mbre competmve, elections. A recent study of the mynad
of campaign laws at the state level by the Jerome Levy- Inst;tute dlscovered that lumtanons on campalgn spendmg and
advertxsmg lead to hlgher rates of election of mcumbentst : : :

Is that what voters real]y want? Under the current laws, incumbents are v1rtually unbeatable unless they have '
committed a sex offense with a minor or they've been convicted of some other felony The ; average incumbency -
re-election rate is between 96 percent and 98 percent. : : :

¢ It's easier to get somebody out of prison than out of Congress If anything, lamnakers should pass Iaws makmg :

U2 elections more competitive, not less. -
™

h Stephen Moore is president of the Club for Growth, a pro-growth, free market issue advocacy orgamzatzon in
-q Washington, D.C. : _ o
<y |
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BODY:

These days, the ultimate status symbol in Washington is to have been.on Enron s payroll The beneﬁctan&s list reads :
like a Who's Who of the Washington power structure. It includes Robert Rubin, Karl Rove, Larry Lindsey, Frank

Luntz, Bill Kristol, Robe_rt Zoellick,—Peggy Noonan and, of course, three-quarters of the members of Congress. Former
Christian Coalition director Ralph Reed's $300,000 in Enron eonsulting: payments got him on the Washington
Post's front-page. In all, over the past decade, Enron tossed around tens of mllhons of dollars from lts polmcal

plggy bank.

Now don't get me wrong, I'm not casting aspersions on the list of Enron luminaries-far from it. This article is
motivated by jealousy, not rage. To have received not so much as a nickel, while the rivers flowed into the
pockets of politieians, lawyers, mfluenee peddlers, public relations firms and think tanks-it's, well, a bit
embarrassmg actually. If you're missing from the Enron payload, you're no one in this town. :

. And so it was with great humility in early March that I had to confess to a Washington Post political reporter

(who shall remain nameless) that neither I nor the Club for Growth-the organization I'm supposed to raise

"money for-has ever tasted from Enron's bottomless glass. Water, water, everywhere, and nary a drop to drink, -

'"Surel-)"',' The Club for Growth received some E‘nron funding?" the snooping reporter asked incredu]ously. "Look," I

- said, "we sought Enron money. Does that count?” No, I was told. Wait, 1 remembéred, Ken Lay spoke'at a Club for .

Growth conference last year. "Aha, and how much money did Enron pay for that favor?" the reporter asked
tnumphantly Exactly zero, I had to confess. , _

The Post reporter was almost as shattered by all of this as l was. He was working to connect the dots ona clever a.nd

plausible theory-that The Club for Growth, which is running TV ads attacking Tom Daschle for torpedoing the

economic stimulus bill, has been paying for those ads with Enron money. What a scintillating plot line! Everyone in
Washington knows that Enron would have received a gazillion dollars in tax write-offs from the House stimulus bill.

* Oh how 1 wish I could have been able cavalierly to reply: "Well of course we got Enron money. Didn't everyone?"

The reporter remained dogged. "Wait a minute, isn't so-and-so up in New York on your board of directors, and doesn't
his firm sell Enron securities?” Sorry, no luck. "But he's a member of The Club for Growth, right?” the reporter
conjectured. "Yes, yes, that's it!" I said, suddenly exhilarated and exonerated. "You re really on to somethmg—we do get
Enron money We do! We do!" : : :

The story never ran.

‘A few days later, I was much better prepared when I was bombarded by the same set of questions from a Rolling

Stone magazine "investigative" reporter (strange as that may sound). This fellow was much more self-certain and
g 18 P g




~ accusatory. As he- pressed hls case for 20 minutes, lmust confess that a single thoug! kept dancmg through my mmd
_If T handled this right, 1 could conceivably wind up "on the cover of the Rolling Stone." To try to keep the story allve
+ . without lying, I gave this bloodhound what 1 thought was a brilliant non-denial-denial. My answers were evaswe '

deftly tiptoeing the border of falsehood They were truly Chntonesque

But, alas, so far no one from Rolhng Stone has cal]ed about settlng up a photo shoot

The only notoriety that I've received froun this whole,s¢andal has been from nutty lefi-wing watchdog groups
who-regrettably-no one pays any attention to. A group calléd Mediawhoresonline.com published a piece entitled L
"Friends of Enron Launch Vicious Ad Attack on Daschle. ""(Why oh why couldn't this have appeared i in Rollmg

Stone‘?) The ptece s lead i is so absolutely perfect that 1 coulin't have penned it better myself

"Ina sudden sneak attack, the friends of Enron and its deposed C. E O. Kenneth Lay have begun running v1c10us o
personal television attack ads against Senate Maj ority Leader Tom Daschle. The ads are meant to terrify voters into

& submission over the White House economic and energy plans, plans largely dictated, we ° nOW know by Kenneth Lay
""; The group claiming responsibility for the ads calls 1tself The Club for Growth.". : -

,., And here's the kicker: "The well-financed Club for Growth, little known to the pubhc has numerous ties to Enron and

~+ Lay." These "numerous ties" consisted of Lay's aforementioned talk at a Club for Growth conference. Daschle's .
% political team picked up on the story, because the next week "South Dakotans for Daschle" started running TV
g attacking the Club for Growth as a shill for Enron . , _ :

P J Now let's get sérious for a moinent here. The theory that The Club for Growth was bemg paJd by Enron to attack

Senator Daschle was always half-baked. Any semi-witted fact checker could have discovered that it was Daschle, not .
us, who was on the Epron gravy train over the years. : )

Why in the world would Enron have wanted to fund The Club for Growth or me personally, given our
anti-big-government and anti-corporate-welfare stands? Enron was the ultimate Washington gold digger, always -
lustily seeking some "fair advantage" from a government program or policy. As my Cato Institute colleague Jerry

- Taylor, one of Washington's premier regulation analysts, has pointed out, Enron was the furthest thing froma -

proponent of the free market's invisible hand for energy and electricity policy. The company participated in nearly -
every cockeyed subsidy scheme Congress ever invented. It was a regular purchaser of seats on the late Clinton
Commerce Department Secretary Ron Brown's famous trade missions around the globe. Enron received cash, loan and
insurance transfusions from Uncle Sam via such Washington-to-Fortune-500 slush ﬁmd programs as the

Export-lmport Bank and the Overseas Private Investment Corp. .

- If there's any sane lesson that Congress should take away from the Enron pohtlcal scandal (and this is assunedly botha

corporate and political scandal), it is not that we need campaign finance reform-it is that we need federal spending
reform. Want to get rid of corporate political corruption? Abolish corporate welfare so that Fortune 500 firms don't
spend half their energy and public relations budgets farming Washington. With $100 billion of corporate loot
divvied up by Congress every ycar, the wonder is that there aren't 100 Enrons out there, with tentacles into
every law firm, media outlet and congressional office in the Dlstrlct of Columbia. And perhaps there are,

The one lesson I've learned from my 20-year experience in Washington is that corporate America is perhaps a
bigger adversary to small government and the free market than even Tom Daschle. Republicans, and
specifically the Bush administration-whieh, of course, had a particularly cozy relationship with Enron-could go

- a long way toward defusing the Enron crisis by calling for abolition of the Commerce Department, the

Export-Import (Ex-Im) Bank and other CEO feeding troughs. That'll probably happen the day the Olympics
installs fair and impartial judges at skating events. Which is to say never. Even though- domg this would almost
guarantee Bosh's re-election-to say nothmg of helpmg rebalance the budget.

As for me, I will continue to chase down those corporate dollars-probably futtlely I'm not a shill for compames
like Enron; I'm still just a wannabe.




' Stéphen Moore is president of

JLL ] |"

The Club for Growth.
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m HEADLINE: Deregulating Electric Power: Regulators Can't Get It Right g e T e
l BYLINE: BY STEPHEN MOORE

L : .

.. BODY: '
'?:_l‘ If there's ‘any lesson that pollcy-makers shouid have learned from the electnclty blackouts throughout California.in 2002 and then on th¢ East
%' Coast earlier this year, itis that electric power deregulation done the wrong way can cause soarlng pnces and leave consumers literally in the

>3 dark.
(o

- In California, homeowners and busmesses had to ration electncﬂy use, dim the llghls and turn off their air condltloners A basic service thai g

we as Americans take for granted —-the cheap and uninterrupted access to electric power for light, for heat, for running our computers,.
powering our hair dryers and dishwashers, and accessing the Internet -~ was suddenly a scarce commodity. '

Given that our electric power network is the central nefvous system of the U. S. economy. we better make sure Congress and regulators get it:
right as laws regulating electric utilities are restructured Disruptions in electricity supply and rising prices could bnng our economic expanslon
to a screeching hall. . .

Unfortunately, federal regulators seem incapable of deregulating in ways that will benefit consumers and keep the natio'n's supply of
_electricity dependable. : .

Had To Back Off

Last year the Federal Energy Regulatory Commission proposed a plan to restructure the national electricity market that would have required .
private power generating companies across the country to come under the authority of newly created mega-Reglonal Transmission
Organizations. The Standard Market Design would have essentially federalized electncrty markets.

r

The plan provoked outrage from governors, state utility commissioners, consumer groups and free-market conservatives. FERC was forced
to retreat. . .

FERC is now trying to aocornpllsh its power grab through a series of rule-making proposals, courl'fllngs and other means of redulatory fiat.
FERC wants to force local power utilities to join regional transmission organizations, which would effectively prevent them from providing a
first right of service to the very customers who paid for the power. plants and transmlsstons lines in the first plaoe . .

Cheap Power

FERC mamtams that this. intervention will foster competltlon in electricity markets, which will in turn lower utility bills. That‘s certalnly a
laudable goal. But its hard to argue that the current system, warts and all, hasn't kept prices low. .

Adjusted for mﬂatlon electricity prices are lower now than they ve been throughout most periods in history. Electricity pnces haven't risen at
nearly the rate that oil and other energy pnces have.

So why does FERC insist on "fi xmg" a system that seems to be working? .

Deregulation is supposed to mean fewer rules and less red tape When Ronald Reagan lifted price controls on oil and natural gas in the early
1980s, all that was needed was a stroke of his pen on a one-page executive order. FERC needs 603 pages just to explam their plan

In some ways the FERC scheme more closely resembles the muiti-layers of bureaucracy in the failed Hillary Clinton health care plan of the
mid-1990s than a deregulatron manifesto. .

. FERC's plan is hugely expensive. In a recent repont, the Public Power Council found the costs of FERC's reglonal transmission organizations
has quadrupled from $250 million to $1 billion from 1998 to 2004. The number of employees at the Midwest orgamzatlon jumped more than_
400% from 80 in 2000 10 465 in 2004




in Texas lhe numbers exploded from 50 bureaucrats in 2000 to 530 in 2004 acoordmg to the Public Power Council study S

| " It appears that FERC's primary goal is not to serve consumers but ratherto serve as a fife raft to the merchant generating lndustry atthe )
"+ very time that Wall Street and credit rating agencies are fully prepared to bury the.industry because of poor business deolsron-makmg

Standard & Poor's energy analyst Peter Rrgby notes that "independent power producers gambled on a business model based on rapld and
I debt-funded growth." * . .

i Now these indebted power generatrng companies face a perfecl storm of fising lnleresl rates soanng natural gas pnces and declining.
eleclncrly demand, and they want a de facto bailout irom Uncle Sam.

Bailouts of bad business practices aren't consistent with a freé"marke,l model of survival of the fittest. Airline deregulatlon foroed some
inefficient arrlrnes such as Pan-Am and Eastern out of business, angc others such as JetBIue fose out of their ashes.

In the telecom deregulatory environment, investment decisions made m the crazed late 1990s led to lens of billions of dollars in
‘ overinvestment, shareholder losses and eventual bankruplcres Uncle' Sam-never rushed in to use taxpayer dollars to keep these compames

afloat.

Everyone wants to ensure thatcaptive local customers aren't price gouged by local eleciric utilities, 'whlch in rhany areas still operate as Iegal
regulated monopolies. The goal is to eventually allow the power markets to evolve so that homeowners .and businesses can purchase

™ electricity-on the national power grid from any number of competing utilities. . ;

o . , . . _

¢y Lights Out. - i . S ‘ B o T

hd The genuine deregulation model in electricity should work very much like deregulated phone service now operates where consumers can
™ choose from many phone companies on the basrs of relrabrllly and cost. Under that model, long distance prices-have plummeted. L

r N

%' FERC talks the talk of deregulalron but it lnlervenes inthe marketplace to transform losers into wrnners - FERC continues with this mbde!, it
%F may not be long before its phony "deregulallon“ scam brings the Callfomia cnsrs to the rest of the nation.

]
s
"™ is president of the Glub for Growth. . , ' o

Congress should lurn out the lights at the FERC before these bunglrng regulators tumn the lrghts oul on the resl of us.
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%I For the past five years Congress has rmposed a wise moratorium on taxation of the Internet.- Over that period the Internet economy has more
t.'j‘ than doubled in size and the percentage of American homes with Internet access has nearly doubled to 75%.

h This week the Senate is debating Iegrslatron on whether to extend that tax moratorium or allow states to begin taxing access to lhe Web. A
~ new tax would allow states and cities to impose a de facto toll on Internet use. These tax charges could cost families as much as $150 a year
' and thus make the Intemnet too costly for many families to afford. .

In other words, Congress may inadvertently widen the digital divide between rich and poor in America by taxing Intemet access. Burdening
homeowners with a charge to use the Intemet makes as much sense as assessing a fee for checking out a book at the local library.

Party Split-

Repubhcans are divided on this issue. Sen. George Allen of Virginia wants to make the internet tax moratorium permanent whereas Sen.
Lamar Alexander of Tennessee wants to lift the ban.

Alexander has taken the side of governors and mayors who see the Internet as a potemral cash cow to fund more public services.

On Allen's side is President Bush who earlier this week reiterated his Iongtrme position that e-commerce shouldn't be taxed, in Irne with the
GOP-mgjority House that has passed a tax moratorium.

‘The big problem is Alexander and a handful of other Internet pro-tax Republicans, including George Voinovich and Kay Bailey Hutchinson.

They should understand that a tax on the Internet could do real damage to the U.S. economy just as it is getting its feet back under itself from
the tech implosion of 2000-2001. After all, much of the growth of the economy in the past 18 months has come from the rebound in the

technology/dot-com industry sectors.

Web Power

The original idea behind the intemet tax ban was to prevent government from slaying this golden goose technology. As Justice John Marshall
once observed, "the power to tax is the power to destroy.”

the U.S. alone, e-commerce accounted for $500 billion in business activity and employed 2.3 million Americans. The Internet sector of the
economy is growing at 12% per year compounded.

Within 10 years the Intemet could account for more than 10% of the U.S. economy. In other words, e-commerce is America’s growth engine.

Even the uncertainty about future Internet taxes has stifled business aclivity. The telecommunications sector of the economy now stands
ready to invest billions to upgrade the nation's communications networks and make high-speed (or broadband) Internet access available to
all Amencan homes and small businesses, as it is for large corporations today.

‘Opponents of the ban believe that this policy deprives state and local governments of money needed to fund vital public serviees. Alexander
has absurdly labeled the federal- ban on the Internet access taxes an. "unfunded mandate on states .

But an unfunded mandate is a requirement by the federal government for the states and localities to spend money. This polrcy doesn't even

l By making the Internet tax ban permanent, Congress has an opportunity to create a massive free-trade zone in the realm of e-commerce. In
l deny states and cities a tradrtronal revenue source.




Most |mportanny, the growth of the Internet and the information economy has beén-an enormous net positive ﬁscal development_for the

states. In the 1990s, as the |nternet economy soared state and local revenues grew at a rate three times the paoe of mﬂahon

" . By the end of. the 1990s, state and local government coffers were overﬂowmg, it wasn't until the tech bubble burst that government revenues

sank. - . . e

Foolish Politics

Republicans should be the party of technology growth and the hght hand qf taxation. On this issue some have gotten on the wrong side of

- each of these principles. s ,
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Given that three out of four Americans how access the Internet regulaﬂy. this is not a dEmogra phic voter group Repubhcans should want to .
unnecessarily antagonize six months before an election. A Web aor:ésg tax would mean that a family would get taxed every tlme it pays a bill,

buys a book, or searches for information on the Internet.

: A compromise is now being negotiated by Sen. John McCain to extend the tax moratorium on the Internet for four ‘years, That woulcl bea ..
. good start, but Republicans and pro-technology Democrats should not rest until Internet taxes have gone the way of the rotary phone the

phonograph and the dodo bird.

is presiderit of the Club for Growth and e senior fellow at the Cato Institute. l
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' While the national press obséessed over the "jobless recevery,” the U.S. economy guietly received a major shot in the arm last week. This
AT happened when a U.S. Count of Appeals ordered the Federal Commumcatrons Comm:ssrcn to scrap regulations that are holdmg back the

-3 spread of the broadband economy.

Will the Bush administration ﬂnally embrace this victory for ielecom deregulation and recogmze that thrs is an opportumty for more jobs and
more high- 1echnology investment in this crucial election year? .

The stakes here for the economy are huge. This court ruling could usher in a new high-tech- siock market boom led by tens of brlllons of
dollars of new broadband investment for such purposes as delivering high-speed Internet to the homes of millions of Americans in the
months ahead. Economists estimate that as many as 1.2 million new jobs could result from expanded investment in broadband technology.

‘Broadband technoiogy makes Internet service faster and allows us.lo rnstantly download text, video, music and data. Soorr an rndrvrdual with
a PC will be able to practically download all the information contained in the Lrbrary of Congress Broadband technology has been around for -
years, but only aboul one-third of homes have access.

. Far Behind -

Those without service tend to live in homes in Iow-lncome areas. Hence, governmem is unwrttmgly exaoerbatmg the "drgltal divide" between
-the infofmation haves and the information have-nots. : ' ) '

" Thanks to pricé controls and overregulatron of the telecommunications mdustry. America ranks a sickly 11th in per capita access to '
broadband service -- behind countries such as Canada and Iceland. Millions of Americans are spultering around on the information
superhrghway in clunky Model Ts, and the rest of the industrialized world zooms past them in Porsches.

We continue to impose an obsolete regulatory regime on the telecommunrcatrons firms that were made worse in many ways by the
_"deregulation” Telecommumcatnons Act of 1996

competitors to lease their networks at below-market prices. The phone companies have balked at this deal - and for good reason. it is the
equivalent of asking a firm to build a Iemonade stand but requiring the owner to let its oompelrtors use it whenever they wish. Those rules are
unfair to the investors. .

One of the leading polrcy experts in telecommunications issues is Peter Huber of the Manhattan Institute. Huber uses this analogy to explain -
what has gone wrong in recent years: "We have a stupefyingly complex iabyrinth of rules that regulate the price of everything. lt is
Hillary-care for the telecom industry.” .

What explains this antr—growth regulatory climate? The answer seems 1o be that the FCC commrssroners stlll cling to the notion that
broadband is a monopoly service and must be price-regulated. o

Wrong. Now with satellite technologres cable TV hookups and wireless connections, broadband providers wilf face mlense market
competition forces to hold prices low and to serve customers efficiently.

Now the courts have taken a major step fonrvard in liberating this mdustry from regulations that inhibit the ability of the telephone companies
to invest, flourish and better serve businesses and household customers. If this decision is allowed to stand and price controls are finally
lifted, the broadband industry can benefit from deregulation in much the same way that energy, trucking and airlines markets were
deregulated to help consumers. in each of these industries, the deregulated environment cut costs to consumers by billions of dollars a year
-(see chart). Arrlmederegulatlon has created mass air travel in America at cut-rate prices.

-

l The FCC requires telephone comparies, ﬁrms that the regulators expect to invest $100 billion in high-speed fiber optrc equnpment to allow
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'.Span The Gap '

The same can happen in broadband. Robert Crandall the respected regulatnons economist from the Brookmgs Institute, belleves that a mqre

“sane regulatory regime at the FCC could generate $500 billion a year in economic benefits 1o the nation over the next two dewdes That )

means a faster, more, efﬁclent and user—fnendly Internel for businesses, students and researchers

The Bush administration should seize this opporlumty to pump’ up growlh and business investment by puttlng the FCC on a Ieash and Iemng
the free-market system work to close the digital divide. } ) . .

Stephen Moore is president of the Club for Growth and an égg.r,\p'mist' at the Cato Institute.
’ o oo
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wr One of the great mystenes of this polmca| season is why the Democrats have gamed no. pohtrcal tractlon on the issue of the Irmplng

&r economy. _
@ '
pv, Democrats claim that President Bush has a record that compares with Herbert Hoover’s but the polls show the public don't trust. the
iy, Democrats to fix things anymore than they do.the Republrcans
The problem for the Daschle Democrats is that they have misdiagnosed the economy's ils and their cures are worse than the disease. .

The rallying cry from the Daschle Democrats is "Repeal the Bush tax cut.” But now is the worst time to be raising taxes, and the tax cut has
been the only positive, though modest, policy stimulant to the economy over the past two years.

' Economlc “Sterolds

. We should accelerate the Bush tax cut; make the income tax rate cuts effective right away to provrde some growlh steroid injections for the
high-tech-driven economy.

: Supplyside tax rate cuts are an economic stimulus because they reduce the cost of investing and saving.

.But inveSitment decisions will not be made on the basis of promised tax euts that may be snatched away,at any moment by a '
Democrat-controued Congress. The Democrats in Congress actually are preventing the tax cut from working.

What the Democrats refuse to acknowledge is the series of bearish mlssteps that have impaired growth and recovery. These Include
** Out-of-control government spending (federal expendrlures are up 22% in two years)
** Rising average tax burdens for 1995-2001 (from 18% to 21% of GDP).
-"‘ Protectionist trade polncres on tnmber farm products and steel
** Uncertainty about the future of the Bush tax cut.
B lrresponsible business-bashing by botn.parties

To be fair, many of these blunders were committed by Bush and congressronal Republicans. But the Daschle Democrats are pathetreally
devord of any economically defensible plan of their own. ,

What we hear as pnormes from the Democrats in Congress are calls for: protectionist trade policies; a new, massive, unfounded entitiement .
program to provide prescription drugs for seniors at a cost of perhaps $1 trillion; expanded unemployment insurance; a higher mrmmum
wage; mncelmg future tax cuts; and Keynesian prescriptions of more government spending.

Al Gore recently endorsed a new $100 billion federal spending stimulus plan. Al, the only sector of the economy that has been growing of late
has been government. Federal spending has soared more than $250 billion over the past two years. How much stimulus do you want?

"More important, what happened to the party of John F. Kennedy pro-growth tax cutters? The Democrats have morphed into a party that
reflexively just says "no" to any and all tax cuts to help the economy grow.

JFK's Tax Cuts
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! Daschle and ‘Gore need to recogmze JFK cut mcome taxes by 30% for nch and poor in the 19605 to hypercharge the Cotd War economy

: - Kennedy was nght in 1963 when he sand "a nsrng fide hfts all boats " He was right when he said that "An economy constrained by high tax
rates will never produce enough revenue to balance the budget, just as it wrlt never create enough jobs and enough eoonomtc growth y

l Not only did the 1964 Kennedy tax cut reduce income tax rates for all Amencans by 30% - yes even for the nch but JFK also cut the
capital gains tax. ) , o : :

Here's what he said-about capital gains taxes back in 1963: "The tax on capttat gams directly affects mvestment decisions, {he mobility and.
flow of risk capital . . the ease or dtfﬁculty experienced by new ventures in obtatnmg caprtal and thereby the strength and potentlal for
growth in the economy.” .t _ '_t, ) ) . )

“

History proves JFK right.: '

The capital gains cut enacted bya Republlcan Congress but srgned lnto law by President Cllnton in 1997 had a profound |mpact on the .. 2E
‘economy. .

The revenues from the tax surged from $50 billion in 1996 to more than $100 billion in 2000 The venture wpttat tunding for new hrgh-tech
" firms that-are major mnovators and employers of hrgh wage workers more than doubled. N ] :

iy The stock market soared. - ' . - L o
Igniting Growth ’ : ' : .

"t |f we were to marry a capital gains cut with a 2 percentage point reductton in the anti-worker 15% payro|| tax, the mtght of our industria} base -
& would ignite in much the same way as Popeye's muscles burst when he swallows a can of spinach. . o

(] Wil these tax cuts dratn the treasury of tax cuts that are essenttal to fund vital public'services? - '
P Just the opposrte The budget | deﬁctt and state budget woes are due to too little economtc growth

lf we can get back to a 4% growth rate, federal revenues over the next decade will grow by nearty $2 tnllton more than they will if economnc '
growth remains at 2%. . . '

-So my free unsolicited advice to the Daschle Democrats is this: Embrace the JFK formula tor growth A rising tlde really does lift aII boats

Stephen Moore is president of the Club for Growth ThIS article is adapted from Mr, Moore S testtmony at the Democtatrc Economic Summrt_ .
in Washmgton last month.
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Just a few days ago it seemed that President Bush was on the verge of endorsmg a major mvestor class tax cut to put. some steam back in
the economy and the stock market.

Now that plan seems to have been hnacked by congressnonal Repubhcans who worry tax cuts could drive up the budget deficit, and Alan -
Greenspan, who fears tax cuts will drive up long-term interest rates. .
Don't listen, Mr. President.

"The 1ax cut critics are dead ‘wrong - especially Greenspan.

History proves that tax cuts have tended to correspond with lower long-term interest rates, not nigher rates.

President Reagan s tax cuts helped cause mierest rates to fall from 15% |n 1980 to half that level by the time he left the White House in
1989.

Crities eomplained that Bush's fi rst tax-cut package would é'ause interest rates to rise.

Instead; rates have fallen to their lowest levels in decades. If a Bush lnvestment—onented tax cut were combined wnth a modlcum of f scal
discipline on the spending side of the federal ledger, interest rates would surely fall -- not rise.

" Deficit Worries
“The budget deflcn which has risen to $160 billion this year, is surely a conoem : - .

"Bul the rise in the debt is be)ng driven by the absence of economic growth. Tax revenues are ﬂai because investors aren't’ lnvestung.

corporations aren't maknng profits, and wages are stagnant.

A capital gauns cutanda more even-handed approach to taxing dividends would be like delivering CPR to the moribund f nancnal markets,
which are suffocating from a lack of investment capital. . . :

. Bush can't wait any longer on a tax-cut initiative. There are some 90 million investor class Americans who have lost more than $2 tnlhon in

wealth over the past year and a half.-

Low interest rates have helped keep the housing market soaring, but it's hard to see how home values can remain so vibrant when
Americans have suffered such dramatic losses in their stock portfolios.

The formula for an economic recovery and a stock market rebound is clear We need to cut the excessive -- even punitive - tax on

investment i in America.
We should:

.Immediately cut the mpltal gains tax on ALL new mvestments

Eliminate the double taxatron of dividends.

Expand tax-free IRA accounts to enlarge the pool of savings that entrepreneurs and venture capnallsts can draw upon for pb-creatlng new
business ventures. Without new businesses, there'll be no new jobs. .
White House Meeting

Two weeks ago | and several other economists in Washington met with Bush's chief economist, Larry Lindsey, to press the case for precisely
- this kind of investor class tax cut.

We had the backing -of some of the smartest economic minds in the country — including Charles Schwab and Steve Forbes.
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'We all agreed ‘that these investor tax cuts could rally. the market and re'verse the malaise that has in!cted the U.S. financial system this year.

The fact that we may be on the eve of fighting a war agamst Saddam Hussein makes the case for a tax cut all the more persuastve and
urgent - _ ) o ‘ . S

-

An mvestor tax cut will re-energize our tndustnal and htgh—tech sectors The last caprtal gains tax cut in 1997 caused a huge burst in
entrepreneunal activity and a surge in venture capital funding. . .

Reagan cut taxes during the most fngld days of the Cold War -- which only increased America's economic and* mrlrtary supenonty and
contributed to success. . . _

Some cowardly congressional Republrcans are spooked by Democratrc Senator Majority Leader Tom Dasohle s antrctpated class warfare

rhetoric. ) S
Bul why? - . ) S h

. Americans support pro-investor tax cuts. By some estimates, two-thrrds of the voters who go to the polls in November will be stock owners
-They don't buy into the greed and envy attacks of the Daschle Ds. - :

Who Are Those "Rich'?

As the data ctearly show, 70% of those who have capttal gains. have incomes below $100,000, and four of 10 have i moomes below $50 000.
That doesn't sound too rich to me. ]

Bush must stop listening to the irrational advice of Alan Greenspan and Tom Daschle, both of whom are opposed to tax cuts -- if for drfferent
reasons. ' )

Instead he should focus on the bottom line economic interests of the people who elected him -- voter caprtalrsts who are desperate for a
stock market rally. . o .

These are patriotic Americans who haven't sold out since 9-11. They have kept their. mvestments and their confidence in America. The
suffered losses for reasons outside their control. They should be rewarded.

If Bush will ﬁght for a middle-class investor tax cut wrth the same zeal and persuasrveness that he has fought the terrorists, he will become

politically invincible and will be re-elected in a landslide.
Maybe that's the real reason Daschle so adamantly opposes a tax cut.

is president of the Club for Growth and a member oflthe Investor's Business Daily Brain Trust.
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Last month the Commerce Department declared that the gross domestic product grew an impressive 5.6%, thus sngnalmg that Amenca isin
official economic recovery. But is it really’? Amid all the hoopla about the impressive growth was one sobering detail that most economists

.overlooked. The fastest growth component of the economy was not housing, technology, retail or construction. It was government spending.

Government purchases are up by more thah 9% this year, while the rest of the economy grew at only half that pace. We're now in the third.
straight year where government budgets have outpaced private sector expansmn In.2001, for example, government at city, state and federal

levels grew by 6%. The private sector barely kept its head above water, growing by an anemic 0.5%. From an economic recovery standpoint,

there could hardly be worse news. Real wealth creation is driven by private businesses, entrepreneurs and investors, not by putting more .

govemment bureaucrats to work. Recession Or Not? There's a lot of argument whether the U.S, economy ever sank into an official recession '

- defined as two straight quarters of negative growth - last year. Economist Larry Kudlow has pointed out that, yes, we were in a private
sector recession. In the second quarter the private economy shrank 0.2% and in the third- qQuarter it fell an additional 3. 3%, while our
recession-proof government continued to flourish:- My estimate is that federal spendmg will rise $ 150 billion to $ 200 billion this year, more
than the entire GDP of many countries. Just the increase in government spending in 2002 will be more than twice the entire amount of money
raised for the ailing venture capital industry. What's wrong with this picture? Like a retired swimsuit model, the U.S. econorny is putting on
weight in all the wrong places. We are pickpocketing dollars from business owners, entrepreneurs, venture capitalists and investors, and
allowing those funds to be spent by Congress and government agencies instead. From an economic-efficiency standpomt this makes about
as much sense as having Britney Spears pinch-hit for Barry Bonds. Most Expensive Ever This is a broad-based expansion of government. In
the past 12 months, Congress has passed the most expensive education spending bill ever, the most expensive farm welfare bill ever and it

" will soon enact the most expenslve foreign aid bill ever. It also wants to pass the costliest new entitiement program - taxpayer-financed’
prescnptlon drug benefits for seniors with a potentlal price tag of $ 400 billion over 10 years - since LBJ created Medicare 35 years ago. All of .

this is heppening on top of the $ 100 billion in extra funds that Congress has rightly devoted to the war on terrorism. But even here, Congress

" has larded anti-terrorism spending bills that are crucial to our nationa! security with billions of dollars of pork spending for projects ranging
from skating rinks to casino mdustry bailouts. Some economists, still slavishly devoted to John Maynard Keynes' bankrupt'Depression-era a

theories, look at the economic numbers and say: Thank goodness the government stepped in when it was needed to keep the economy
moving. But this is bunk. Government growth does not in any way boost private business activity. )t crowds out private aclivity. The
government spending binge is-one of the most dangerous and bearish indicators of the: American economy’s direction. We're foolishiy
following in the Keynesian footsteps of Argentlna and Japan, two of the nations with the biggest bloat in government in recent years.

Government didn't stimulate those economies, it plunged them.from recession to depression. In tumn, trillions of dollars of wealth have been - -
- destroyed. Nobel economist Milton Friedman famously taught us all many years ago that "there ain't no such thing as a free lunch.” The real

resources in the economy captured by government for. additional public-sector spending can come from only three sources: taxes, debt or
inflation. The buildup of any one of these funding sources can have influenza virus effects on a capitalistic economy. In the 1970s, all three
accelerated at once, and the U.S. industrial economy collapsed until rescued by Ronald Reagan s supply-side and limited-government ideas.
Big Government Returns It is a strange quirk of statistics that we even count an increase in government spending as a plus for the economy.
This convention of counting government spending as an asset rather than a liability creates the illusion that bigger government means more -
prosperity. Where on Earth has that ever been the case? Certainly not the former USSR, East Germany or now Japan. So no, we must not

-applaud this re-emergence of the era of Big Government. The $ 2.2 trillion federal enterprise is an anchor on growth, not & sail. Its

burgeoning budget has arguably become the single greatest threat to a sustained recovery, stock market revival and retum to the virtuous

free market-induced prosperity of the 1980s and 1990s. Stephen Moore is a senior fellow at the Cato Institute and president of the Club for -

Growth
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- With Congress stalemated on a tax-cut economic shmulus plan and the White House oonsndenng approval of a dreadful protectlonlst stpel,
%I bill, the jittery financial markets are seeking any positive signs that Washington will take productive ‘action to help jump-start economic L
; growth. No industry needs more intelligent help than the embattled telécommunications sector, where profits and investment spending
Y vaporized. That's. why a vote in Congress:this week on deregulation of the broadband- infrastructure carries such heavy significance for-the
economy as a whole, and this industry in particular. If approved, the Tauznn—Dmgell bill has the potential over the next-decade to bririg .
P high-speed Web service to nearly every U.S. home, Broadband service is the Mach 4-speed Internet technology that will bring to Americans
™ the next generation of Web services. It could transform the Web from a device for exchangmg e-mail and checkmg stock quotes into a tool. .
' that will link all businesses in an e-commerce Web, let users quickly download video or music on demand and give rise to products and’
applications we can.only dream of today. Economist Robert Crandall of the Brookings Institution, and a top deregulation scholar, calculates .
that if we can accelerate broadband deployment, the value to the U.S. economy could reach $ 500 billion a year. That's more than the entire
economies of most nations. Very few actions that Congress could take -'short of scrapping the income tax for a consumption taxor = -
privatizing Social Security - could deliver those size benefits to workers'and consumers. Broadband deregulation would seemto be a . v

P BYLINE: By STEPHEN MOORE, hvesbor's BusinessDaly .=~~~ .~ = R

Both sides have spent tens of millions on lobbying and fatuous TV ads. The truth is, there's no angel in this fight. The good news is that if
Congress shows some common sense, there can be clear-cut winners here - American consumers and businesses, tens of millions of whom

~ dack broadband access simply because of a regulalory regime that prevents access to the infrastructure. Aimost eight of 10 homes and
businesses still use clunky dial-up technology to access the Web. Broadband technology is more than a decade old, and stillis a rarity in -
most areas. This makes ho sense. It's as if we're still watching black-and-white TV. A hallmark of the U.S. era of hlgh-tech innovation has’
been to spread the technological breakthroughs to the great middle class in short order. Why the still-lingering digital divide between the
information haves and have-nots? Because outdated government regulation is stifling the private-sector investment needed to build the
network. Technology analyst George Gilder argues that today’s regulation "privatizes the risk and socializes the benefit." Here's how it works:
When a phone company risks its own money to wire homes and businesses to broadband, the federal govermnment forces it to open its
network to competitors at money-losing, government-set rates. This prevents the criginal investors from capturing the full value of the
risk-taking expenditure. A predictable result has been the collapse in telecom investment over the past 18 months. in 2001, telecom -

. investment contracted by $ 75 billion, a 15% decline. That's one of the biggest reasons the industry shed over 317,000 jobs last year - the

" largest job loss for any industry ever recorded in a single year. By. some estimates, it will cost telecom companies some $ 200 billion of
added broadband investment to lay down the cables to bring this technology into most homes and businesses. How can this investment be -

- accelerated? One answer is for Congress to let businesses write off their mega-investments the year they're made. it also must create a
fair-minded regulatory struciure that allows those firms that make the investments to reap financial rewards. This means eliminating -
free-riding competitor access without fair payment. Tauzin-Dingell may be the best chance to close the digital divide and ensure that the U.S.
maintains its commanding competitive edge in global communications into the future. It might also be the only chanoe Congress has this
year to pass a genuine economic stimulus bill. Stephen Moore is president of the Club for Growth.
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‘By Stephen Moore Polls mdlcate lhat we Americans are almost universally united i in our desrre for the federal govemment to expend
whatever resources are required to exact retribution against those nations and fanatical organizations that have assaulted the U.S. in such a
mindless and terrible fashion. But this protracted war against terrorism cannot be won-merely with military weapons and strategic strikes. Last

- week's hijackings were not simply acts of political terrorism and religious fanaticism. They were also a tactical assault intended to cripple our -

system of free market capitalism. The World Trade Center was the ideal target for the terrorists and their evil ideology, because it was the
very beacon of America's economic muscle. America’s Industrial Might Congress acted swiftly in approving the billions of dollars necessary
for a2 massive mllllary response against terrorism. But where is the economic response? The U.S. economy was already teetering on the .
verge of recession before these planes struck their targets. Now a recession is almost a cerlainty. The only issue is: How long and.painful will
it be? It could get very ugly fast. If we allow our econbmy to falter, this may be handing our diabolical enemies their greatest victory of all. A
recurring lesson of American history is that we have won évery major war because we had industrial m:ghl that simply overwhelmed our foes.
Rapid economic growth was instrumental in winning the Cold War. Ronald Reagan proved brilliantly in the 1980s that we can, if we simply
get our economic policies aligned correctly, afford to pay for guns and butter, whereas our enemies with their inferior economic systems must
choose between the two. Yet some analysts propose raising taxes, which would hamper our industrial capacity to finance the wartime
spending. We shouldn't talk of economic sacrifice at a time fike this. To paraphrase the great Gen. Patton, let's make our enemies sacrifice,
not our fellow Americans. We know what it takes to ignite rapid growth. The issue is whether we can lay aside petty debates about class

.warfare and "faimess" and distributional politics. In this time of crisis, all Americans will benefit from growth: our soldiers, our farmers, our -

union workers, our shareholders and especially our children and grandchildren. An Economic Program Here are the steps that Congress
should take as part of this Declaration of Economic War: First, cut the capital gains tax in half, retroactive to Sept. 11. Nothing else would
give battered Wall Street the boost it needs as effectively as this measure. This will immediately help entrepreneurs find seed capital for their.
new businesses. it will also help reverse the bear market in stocks by immediately increasing the after-tax rate of retum on all equities.

- Second, immediately expense all capital purchases by business. This would jump-start our moeribund manufaclunng sector. For more than a
- year, businesses, especially- manufacturers, haven't been investing in new factories, equipment, technology, R&D and other big-ticket ‘

expenditures that promote expansion of output and higher worker productivity. The budgetary cost of expensing capital purchases by
business is about $ 80 billion a year. But the cost of recession is a lot higher than that. Third, roll back the regulatory regime. For example, -
the lawsuit agalnst one of America's greatest corporations, Microsoft, should be ended through ‘a declaration by the president. Four, prohibit -
monopoly oil-pricing by OPEC. President Bush must declare that freedom-loving nations must not profiteer in the war against terrorism. This .
is especially crucial for two reasons: First, high oil prices are like a tax on American businesses and consumers, and thus undermine our

_ ability to wage this war. Second, we know that almost all terrorist groups are funded by windfall monopoly oil profits extracted by OPEC

nations. The single most useful act of cooperation by the Saudis, the Kuwaitis, the Venezuelans and other nonrogue oil exporting nations
would be to dramatically increase oil production to drive the price down to the $ 15-$ 20 a barrel range, which still gives these oil-producing
nations a healthy profit. Victory Over The Enemy Bush and Congress acted within a week to authorize the first stages of a military plan to -
defeat terrorism. Every day that our stock market plunges further into bearish territory; every day that consumer confidence sinks; every day
that the dollar loses value; every day that more layoffs and bankruptcies are declared is a victory for the terrorists who are trying to destroy -
our way of life - in much the same way as if they had reduced to rubble another one of our towering industrial icons on Wall Street. Restoring -
prosperity fo our economy - qu:ckly would be one of the sweetest forms of revenge agaunsl lhose who hate us. Stephen Moore is president
of the Club for Growth. - .
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By Stephen Moore Lord, what fools these morlals bel The ma)onty of economists, polmcians and journallsts keep mslstmg that the prpblem - -
with the U.S, economy is weak corlsumer spending. They're plain wrong. The real economic malady is declining, investment. if you dtit o
believe me, just take a hard look at the data: The venture capital mdustry is suffering from drought conditions. in 2000, financiers provided $

87 billion of high-risk capital funding for entrepreneurial star-up companies. But over the past 18 months, the pace of venture capital funding
has plummeted more than 60%. Venture Capital Funding Plunges Preliminary estimates from a survey by PricewaterhouseCoopers are that
for the first half of 2001, venture capital funding will be less than $ 20 billion. It's no coincidence that that's almost exactly the percentage

decline in the y\lasdaq from its high of 5000 last year. Venture capital is the seed com for high-tech start-ups. These are arguably the most.
- essential invested funds in our information-age economy because they finance high-risk but potentially hlgh-payoff enterprises. Most every

successful telecommunication, pharmaceutical, aeronautics, electronics, sofiware and semlconductor firm started in the U.S. over'the past -
20 years was nurtured in its infancy stage by angel investors and venture capitalists. In some cases, venture capitalists have hatched whole -
new high-tech industries. Now that funding is vanishing, entrepreneurs are starved for financing, which is preventing promising new ventures’
from lifting off the planning board table. This is the real long-term haunting threat to the American economy, as opposed to the slight slump in
consumer spending that so many of the academic and Wall Street economists keep ftetting over. What have pohcy-makers donetotryto" .
help nurse the venture funding industry back to good health? So far, surprisingly, nothing. What could be done? Well, we know from the past
20 or so years of experience that venture capital funding levels are highly sensitive to the capital gains tax rate..New commitments to venture

- capital firms accelerated from a piddling $ 70 million in 1977, when the top marginal rate was 49%, to $ 5.1 billion by 1983, when the rate had

dropped to 20%. This was a 7,000% rise in capital raised for new companies. A Congressional Blunder Then in 1986 Congress did a very-
stupid thing: It raised the wpnal gains tax from 20% to 28%. The growth spurt in these high-risk pools of capital stalled. In 1986, real venture
capilal funding for promising young firms was $ 4.19 billion, but this level fell to $ 1.41 billion in 1991 - a two-thirds reduction. in 1986, 1,512
firms received funding. That number had fallen to a minuscuie 800 by 1991. Then after the 1997 capilal gams cut there was a nearly fivefold
power surge in venture financing - until the recent downtum.This inverse relationship between the capital gains tax and the level of

- risk-capital financing makes intuitive sense. If you're going to risk a lot of your money on a long-shot investment - which is what almost all

entrepreneurial efforts are - you want to make sure that if your horse comes in, the internal Revenue Service won't snatch away your profit. in
an ideal world, of course, there wouldn't be any capital gains tax because these funds have already been taxed once, when the original funds

-were earned by the investor. The economist Art Laffer says the actual optimal capital gains rate is negative, but let's not get greedy. In any

case, the higher the capital gains tax, the lower the after-tax rate of return on venture capital investment dollars. Cutting Capital Gains Tax Is
Key If the tax becomes too confiscatory, people will simply invest in bonds or relatively reliable blue chip stocks. That's what's happening = -
now. The ratio of the Dow to the Nasdag is a convenient, if imprecise, way to measure investors' willingness to take risks. That ratio has risen
a lot in the past 18 months. Risk aversion is the reigning sentiment on Wall Street these days. If we were to cut the current capital gains tax
rate from 20% to 15%, and make that cut effective on July 1, as Rep. Pat Toomey, R-Pa., has proposed this would immediately help revive
this now-dormant sector of the financial markets. Toomey's worried that "we still haven't done enough in Congress to accelerate the economy
in the near term." He's right. A capital gains tax cut would provide exactly that spark - and it would cost nothing, because, as history proves,
rate cuts pay-for themselves. This leaves one outstanding question: What in the world are the politicians waiting for? Stephen Moore is
president of Washington, D.C.-based Club for Growth, a political action committee which supports free-market candidates. '
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/By Stephen Moore A halimark of the U.S. financial system is near-perfect competition. Our multntnlhon dollar markets have made us aII
price takers - whether we're tradmg billion dollar accounts at Goldman Sachs or creating-our-own small savings nest eggs. American capital
markets work with superefficiency because investors here and abroad have full confidence that the system isn't rigged against them. This

‘confidence may be shaken by a pending decision expected from the Securities and Exchange Commission this week. The SEC is poised to

approve an anti-competition plan that would allow the Nasdaq to move into the trading realm. The Nasdagq is, at present;similar to a'
regulated utility. It is a franchise worth an estimated $ 200 million a year for quoting the stock prices for some 5,000 companies with an

-estimated net value of $ 4 trillion. Nasdaq-traded companies include Cisco, Microsoft and intel. The exchange has monopoly authority for

listing stock prices, a task it has performed with great skill for years to the benefit of investors. But if the SEC gives the Nasdaq the authonty '
to conduct trades as well, the Nasdaq will have a huge advantage over other traders. This would pamcularly hurt small investors. If the
Nasdaq wants to move into trading, it should give up its exclusive right to operate the stock trading bulletin board. To allow the Nasdaq to do
both activities would be like setting up a silent auction system wherein one of the bidders is given the opportunity to look at all the other bids
before making his own. The referee in the game-must not also be a participant. The Nasdagq proposal, called SuperMontage, would also rank
investors' orders to buy or sell their stocks. But not all orders would be created equal. Small investors, who buy and sell securities through
stock trading systems where no middleman is required - called electronic communications networks or ECNs - would have their orders -
pushed to the back of the line. This could force them to buy at higher prices or sell at lower ones. The orders from big Wall Street securities
firms like Morgan Stanley could jump ahead of investors trading through ECNs, like Instinet and Archipelago. Why should this matter to
investors? Because it's estimated that the ECNs save investors more than $ 1 billion a year, and they offer stock buyers and traders the best -
- price at-least half the time. Not surprisingly, the ECNs have loudly protested this proposed anti-competitive arrangement. Archipelago CEQ

- Gerald Putnam wams that the SuperMontage plan would “cause substantial harm to competitive forces in the marketplace for
over-the-oounter securities.” These firms have a lot to lose given that they trade tens of billions of dollars a year in Nasdaq stocks. But other
-impartial commentators have raised concems. The Consumer Federation of America opposes the plan, ‘which it describes as "investor .

_unfriendly." Barbara Roper of the CFA maintains that the Nasdaq scheme could harm investors by pulling business away from the ECNs and-

" thus reducing the liquidity of the market. "We are disturbed by the degree to which SuperMontage, as currently proposed, would discourage
aggressive quote competition by accommodating and even encouraging market participants to trade ahead of previously displayed customer -
limit orders that set a new best price.” Senate Banking Committee Chairman Phil Gramm has taken a dim view of the proposal as well. But
will SEC Chairman Arthur Levitt? The Nasdaq has a statutory obligation to remain absolutely "neutral with respect to all market centers,
market makers and private firms."” The SuperMontage plan appears to violate that principle. The SEC and Congress should be
_hyperaggressive-in maintaining the competitive nature of our capital markets. The new Nasdaq proposal would squelch, rather than expand,
-competition. It's haid to see how the peoplé the SEC was first and foremost created fo protect - mom and pop Investors could possrbly
benefit. Stephen Moore is president of the Club for Growth.
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Gore continues to rail agamst George Bush's tax cut for the wealthiest 1%. Isn't it strange that the only group you can legally discrimingte
against in America today is made up of the wealthiest and most produchve of our citizens? The good news is that the more Gore assallts the
Bush tax cut, the higher Bush rises in the polis. But class warfare is a cancer cell, and the Bush campaign. needs to faunch a much more:
vigorous counter-attack against greed-and-envy politics. The Bush team must argue that class warfare is fundamentally un-American,

BODY: . : '
By Stephen Moore Whenever Democrats get really desperate they roll out their arsenal of class-warfare weapons On the campang%rall Al

" subverting the honored American ideal that success and reward are interlinked. The vast majority of those in the top 1% are rich because of
-hard work, nof luck. More than two out of three Americans on the Forbes 400 list are self-made men. Most of those who fall in the top 1% of .

wealth are people who've made the rest of our lives better by giving us goéds and services we want and willingly pay for. Unlike Gore and
Dick Gephardt, most Americans view the wealth creators of our society with admiration, not antipathy. A recent poll finds that a larger

. percentage of Americans have greater respect for Bill Gates than Bill Clinton. As he did in Tuesday's debate, Bush should continue to remind

Americans that the tax burden is carried disproportionately by the people Gore is attacking. The top 1% make 17% of the money in this
economy, but they pay 33% of the income taxes. How is that fair? The top 5% make 33% of the income, but pay 52% of the taxes.
Meanwhile, the bottom 50% pay less than 5% of the income taxes. Finally, with the stock market in the doldrums of.late and the great -
investor class of Americans.getting increasingly nervous about the declining value of their asset holdings, tax cuts should be vigorously
defended as a proven way to Keep the prosperity on track. History proves that tax rate reductions typically generate more economic growth,

" more wealth creation and thus more tax payments by the affluent. There were three periods of tax rate reductions in the U.S. in the 20th

century - during the 1920s, 1960s and 1980s. Each time tax rates were cut, the economy soared and tax collections from the wealthiest- 1%
of Americans soared. in the 1920s and 1960s, the economy grew by nearly 4% per year and tax collections, especially those paid by the
wealthy, more than doubled. After the Reagan tax cuts in 1981, the income tax share paid by the top 1% rose from 16% in 1980 to 26% by
1990, according to the Tax Foundation. Total tax revenues after the 1980 tax cuts doubled from $ 500 billion in 1980 to $ 1 trillion by 1990.
One of the greatest economists and social philosophers of the past two ¢enturies was Henry George. Here is one of my favorite passages

" from the great author. It was written more than 100 years ago, but it has great relevance to today's political debate: "Taxes operate upon

energy and industry, and skill and thrift, like a fine upon those qualities. If | have worked harder and built myself a good house while you have
been contented to live in a hovel, the tax gatherer now comes annually to make me pay a penalty for my energy and industry, by taxing me
more than you. if | have saved while you wasted, | am taxed, while you are exempt. If a man builds a ship, we make him pay for his industry
as though he has done injury to the state; if a railroad be opened, down comes the tax collector upon it, as though it were a public nuisance;
if a factory be erected, we levy upon it an annual sum that would go far toward making a handsome profit. "We say we want capital, but if
anyone accumulates it, we charge him for it as though we were giving him a privilege. We punish with a tax the man who covers barren fields
with ripening grain, we fine him who builds machinery or drains a swamp." Somebody please get this in the hands of George Bush. There is
no more eloquent defense of his tax plan. Stephen Moore is president of the Club for Growth and an adjunct fellow at the Cato Institute.
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By Stephen Moore ‘and Roman Lyniuk The Federal Reserve meeting scheduled for Tuesday is certain to address the wndespread peroeptlon
that the United States is moving toward an inflationary precipice. The Fed's objective is to ward off this threat with interest-rate hikes. Never
mind that the Keynesian economics underlying this strategy has been utterly discredited. High wages and low inflation are not at all
incompatible. Indeed, there is no such thing as wage inflation, Inflation is too much money chasing too few goods. As long as wages increase
at a rate lower than increases-in producnvxty which is the present trend, there will be no inflation. No sensible doctrine purports that low .
unemployment and prolonged economic growth above any level must necessarily result-in inflation. Yet Alan Greenspan and his govemnors.

" monitor nervously what they call an "Output Gap Model." The gap between 4% and 6% economic growth is viewed by them as unsustainable, -

and would necessitate proactive interest rate increases to siow the economy to sustainable levels. They fear that output differential will spark
supply and demand imbalances - an assumptnon connécted to Keynesian economic theory, which asserts an ironclad trade-off between
economic growth and inflation. But this analysis is wrong. As inflation drops closer to zero, economic growth accelerates and the level of
unemployment drops. Lower levels of inflation have the same effect as a-tax cut. Economic growth doesn't cause high inflation. On the
contrary; it exists because inflation has declined. Exuberant stock prices are not the problem. An irrational Fed policy, however, could
become a major one. By threatening the financial markets with interest-rate hikes, the Fed is in danger of damaging the real economy and
the creation of jobs and wealth. Proactive monetary and fiscal pohcles tend to exacerbate the economic boom and-bust cycles, whereas”

. economies that are not fine-tuned or micromanaged by central planners sustain higher economic growth and lower levels of inflation, without

exception. It wasn't long ago that James Baker, treasury secretary under Ronald Reagan, atlempted to engineer a lower dollar to correct the
trade imbalance with Europe and Japan. His understanding of economics led him to the-conclusion that the dollar would have to be )

N aggresswely devalued to return the nation to an equilibrium of trade. Losing his patience and temper, Baker warned the Europeans and

Japanese that if they didn't start importing more American goods, he would devalue the doliar significantly. Fund managers took him at his
word. Féced with the possibility of sugmf icant devaluation in all their assets priced in dollars, they decided to sell on that disastrous Monday in

"October 1987. Like Baker, Greenspan is acting in what he believes to be the national interest. But the Fed chairman has no business

targetmg stock prices. A humble economist would conclude that the stock market is a measure of economic success. The movement of
prices tells him everything he needs to know about the health of a market economy In an mflatnonary environment, the dollar would be
declining along with the prlce of bonds and stocks. Gold and commiodity prices would be going up. The magnitude and rise of asset prices in
the United States, then, is a reflection of the magnitude and success of the underlying economy. Would that the Fed recalled Milton .
Friedman's observation that inflation "is a monetary phenomena, in every country and at all times." Instead, the Fed adheres to a defunct set -
of Keynesian economic principles. Consider where those principles got us in the 1970s. They severely debilitated the country with '

:double-digit inflation and unemployment. Keynesians set out to save capitalism from itself and énded up crippling it. It is the growth-of this

hubris of centralized planning.that really needs fo be amested. Stephen Moore is president of The Club for Growth in Washington, D.C.
Roman Lyniuk is a hedge fund manager at Atlantis Capital Markets and a member of The Club for Growth.
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President Bush has called for universal broadband by 2007. That's a cntlcal goal, since there are more than a dozen countries, that have
greater Internet access for its citizens and businesses than we do. But does the White House understand that his own Federal
Communications. Commission i is ‘inhibiting this goal? .

: Speclﬁcally the FCC is going to decide this week whether to promuigate new regulations that would allow the competitors of the mcumbent

telephone.companies - the "Baby Bells" - to have access to the infrastructure that the phone companies built with billions of dollars’' of private -
investment capital: Yes, of course, competition is a desirable goal. But if the government mandates that the pnvately ﬁnanced lnfrastructure
must be shared by all competitors, who will make the initial mvestments in the first place? '
Telecom-infrastructure development is leolutely crucral for U.S. economic growth. This is an industry with plans to lnvest upward. of $100
billion in new generation fiber optic communications networks which is good news for workers, technology businesses and homeowners who

need to be hooked up to high-speed Internet.

In rnany ways, Michael K. Powell's FCC has. delayed this dynamic investment prooees The FCC remains fixated on a reregulatlon model of
telephone and Internet communications, when the very intent of the landmark Telecommunications Act of 1996 was toi msplre deregulatwn
and a pro-consumer, survival of the economically fittest model. .

From the perspective of the mle of law, the Constitution prohibits an unoomoen‘sated taking of property, which is what these regulations

"would in effect mandate. The idea behind the original 1996 legislation was to allow new start-up telecom companies to have some access to

existing networks, so they could reach a stage of economic maturity that they were capable of competing on their own. After elght years, |t is
certarnly time to aliow these upstart competltors. some of which succeeded and many whxch still are not profitable, to smk or swim. .

Since 1996, the FCC has produced three sets of rules to regulate lelecommumcatlons access. Each has been rejected by either. the D.C.
Circuit Court or the U.S. Supreme Court. Each time, the courts provrded gurdellnes for a new iteration of the rules and, each time, the FCC
produced a revision that failed to meet those guidelines. . .

The courts have already admomshed the FCC that its previous attempts lndlcate an unwrllrngness to adhere to pnor judlcral rulmgs v Yet
reports suggest- that the latest attempt is an instant replay of what has gone before.

One problem with the FCC’s latest regulatory proposal is that it misunderstands the nature of competition. The courts have told the FCC
repeatedly (and correctly) that a competitive market is defined by whether competition is possible - not whether competition is actually takrng
place. Gatorade dominates the sports drink market, not because it's a monopoly with barriers to entry, but because no other company can
make a better thirst quencher. A company may.come to dominate a competitive industry simply because it makes a better product not
because it is restraining trade and competmon .

The FCC rules being proposed to ensure competltlon border on the absurd. The FCC is considering a regulatory regime that would create a
telecommunications-competition analysis of every commercial office building in the United States. This would take a new army of regulators
to enforce and adjudicate. This kind of central planmng seems to be precisely the opposite of what'a dynamlc mformatlon-age mdustry o

- should be required to reckon with,

‘A better approach is to let the free markel work its course. If oomoetitors wish to hook up to existing networks. let the market set the price.

_Right now, telecom competitors to the phone companies can connect to the incumbent's network using a service that has existed since

before the 1996 Telecom-Act was passed. The FCC, instead, wants a price-control regime under which regulators decide a fair market value.
These prices will certainly be discounted well below farr-market rates. The cost {0 consumers is that this will deter future growth of the

network so vital to future economic growth




‘If the FCC proceeds with its latest régulatory'scheme, it may.soon find itself in the embarréssin§ situstion-of again being turned dowﬁ bya |

court whose patience has already been tried. All of this legal wrangling is bad for the markets and bad for the telecommunications.and
related high-tech industries. In practical terms, that has mgan and will continue to mean delays in delivering new services suchas -

broadband to customes, and ‘the slower creation,of new jobs and economic growth.

) Correct me if P'm wrong, but aren't these precisely the goals that the FCC is supposed to be advancing. o : ' ' e

e

\

Stephen Moore is president of the Club for Growth and a senior fellow at the Cato’Institute.
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Thls year’s ﬂu vaccine shonage is turmng into a public health crisis: Up to ten million Mmore Americans are’ expected to get the flu this year '
aooordrng to the group Corporate Wellness. Lost work due 10 sick days is expected to cost the economy more than $20 billion. . :

Amencans are worried and furious. A recent AP poll found more than half beheve their own health or thatof a famlly member will be |mpenled -
due to the vaccine shortage. o ‘ _ )

Even more maddemng are the waiting lunes to.get the vaccrne We mrght have expected thrs from the old Soviet Umon but not from -our
American health care system. : . ; C _ .

The Wall Street Joumal reports-other vital vaccines are also at risk. We could soon face a cataslrophrc shortage of vaccmes to combat
measles, chicken pox, tetanus, polio and other life-threatening viruses.

~In the 1960s and 1970s, the United States had 26 vaccme manufacturers Now we are down to just four There is now only one vaccine

manufacturer for each virus mentioned above.

The explanatron is politicians and trial lawyers. Drug compames can‘t make proﬁts from produclng vaocmes any Ionger beeeuse of product '
liability lawsurts

-ln 2002, the entire global vaccine manufacturing lndustry had roughly $6 billion in sales. But that same year, tnal lawyers sought $30 billionin

damages against the industry in just one lawsuit. The damages soughl by the Iawyers were fivefold the entire industry's net income. And now
more than 350 srmrlar lawsuits are pending. , . ) :

So the trial bar has destroyed a critical medical industry Congress has the poWer to fix 1his crisis.

' Why hasn't it? The reason is the trial Iawyers massive political clout. Last year, President Bush and Congress tried to shreld Amencan -

manufacturers from frivolous lawsuits and cap damages, but the legislation was squashed by the trial lawyers.

The trial lawyers are the No. 1 special interest contributor to the Democratrc Party and to many Republican candidates too, has been the trial
lawyers. This year fawyers have donated some $100 million to federal candidates. .

Sens. John Kerry and John Edwards have both tried to pin the blame for the vaccine shortage on George Bush's lapel. in the recent”
campaign, Mr. Kerry charged: "How can we trust George Bush 1o protect us from broterronst attacks when he can't even get us a flu

vaccine?"

But wait a minute, Mr. Kerry and Mr. Edwards sided with the trial lawyers and opposed the very legislation that-could have averted the .
influenza vaccine shortage. And guess who are two of the largest recipients of trial lawyer largess in the entire Congress? This year Mr. Kerry
has received $21.7 million from lawyers and Mr. Edwards got $11.5 million. These senators and more than 200 others-in Congress voted wrth

deep-pocketed lawyers over the health of children and the elderly, who need the fiu vaccine most.

Members of Congress will return to Washington a few weeks after the election for a "lame duck” session to complete unf nished legislative
business this year. We'd say - and we would venture to guess most Americans would hearlily agree - that the most rmponam "unfinished

- business" is to protect our public health and our access to life savmg vaccines.

The first action should be to vote on a Vaccine Lrabrhty Protection Act to ensure that the shortage of a vital vaccine never recurs.




Stephen Mbore is president of the ,Club' for 9rowth ‘and a senior fellow at the Cato lns‘titute.‘ .
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Since 1980 the Republrcans'have occupied the White House in all but eight years. In more than half of those years, the Senate has had a
Republican majority; and since 1994, the Republicans have controlled the U.S. House of Representatives. But conservatrves have been

- frustrated-often in these same years by a failure to bring conservative legislation to final approval
/

Conservatives have learned that there is a big difference between a Republican majonty and a conservahve ma;onty Conservatives never
had a true working.ideological control of either house of Congress. For all of his political gifts, Speaker Newt Gingrich (1985-98) was not- able"
to deliver a sweeping and victorious conservative agenda. After the government shutdown debacle, Republicans retreated: The Republican
Senate has even been more disappointing. It has seemed that liberal Republicans like Lincoln Chafee and Arlen Specter have gotten their
way more oﬂen than have those on the right who represent the heart and soul of the party. S

But in recent years, the U.S. House has pushed a bold reform agenda especlally on economic matters. Even those who have not been

. pleased with this turn of political events agree that a crucial factor in this rdeologrcal shift to the nght in the House has been House Majority

Leader Tom Delay and his whip system, which has been operating with increasing efficiency since 1995. Both sides of the national debate
agree that Mr. DeLay, who has eamed the nickname "the Hammer, has run the strongest whnp operatron in the House in dewdes

You now know all you have to know about why Tom DeLay is under increasing fire for trumped-up ethrcs violations. Mr. DeLay is despised by '
the left, not because his actions have been illega, but because they've been completely effective at neutering the Ieﬂ

'Consrder the tax-cut agenda. In 1he last four years, the House has passed a net tax cut every year. The House enacted a deeth—tax repeal by -

a wide margin, health savings accounts, IRA legislation and-even a law to sunset the Internal Revenue Service tax code. In too many cases
the Senate has become a graveyard of sorts for positive House-enacted Iegrs!atron '

Mr. DeLay further infuriated the left earlier this year when he won a redrstncting victory in Texas that will give Repubhcans four to six
additional House seats next year. Mr. DeL ay insisted that the grossly gerrymandered political lines in Texas be redrawn. In Texas, about 60 -
percent of the voters are Republicans, but the Democrats under the old linés had a majority of the House seats. Mr. DeLay won a thorough
victory against the remains of the old Democratrc machine in Texas, and the Ieﬂ has had their sword out for him ever since.

The Democrals have learned ihey can't crack Mr. Delay’s conservative wh:p machine, so they have instead charged him wrth frivolous ethics
violations on issues like soliciting illegal campaign contributions. This bullying tactic is hardly new: It is the centerpiece of liberal strategy in
the post-New Deal era. Play ball with us, or we will destroy you. This is the politics of personal destruction that the left seems to always
complain about. It worked against Richard Nixon, it worked against Mr. Gingrich, and in the Iran-Contra investigation it came amazingly close .
to bringing down the most effective adversary the left has ever had, Ronald Reagan. .

The most recent set of charges against Mr. Delay has been the work of Irberal organizations, particularly the Citizens for Responsibility and
Ethics in Washington (CREW). To file their charges with the House Ethics Committee, CREW drafted a lame-duck Democratic congressman,

‘Chris Bell of Texas, to be their front man. Following the redistricting battle in Texas, Mr. Bell, 2 white liberal freshman, was overwhelmed in

the Democratic primary in a new urban district by a black legislator, and has made no secret of his animus toward Mr. DeLay.

"+ Mr. Bell himself is under investigation by the commlnee and all h|s major charges were thrown out, But instead of exoneraung Mr. DeLay. the

committee administered several wrist sfaps.

- The ethics commitiee threw out an accusation by Mr. Bell that Mr. Del ay solicited campaign contributions in retum for favorable action on the .

Bush energy-package. But Mr. Del.ay was "admonished" for attending a golf outing with energy executives while the energy bill was pending.
There is a lot of slimy underhanded activity that goes on in Washmgton but a golf outing with a lobbyist seems fairly tame to us. ' :




Mr DeLay received another wrist stap for offenng 10 endorse the son of retmng ‘Rep. Nick Smlth in tht ear'; Michigan primary if Mr. Srhilh

“would vote for the Bush Medicare bill. Mr. Smlth denies the "horse trade" ever happened.

. leadership with no backbone or |deo|og|cal design.
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Let's be clear:, The left wants to smear Mr. Delay, cover him.with mud, and then ride him out of town. Conservatives can't allow thls to stand.
Mr. DelLay's "sin” i is to be a conservative Reaganite who never flinches from a fight. Of course; if Mr. Delay were toppled, the left would be

emboldened to torpedo other conservative leaders until we had enher a resurrectlon of- Democrallc control of the Congress or Republrcan
. . [

Tom DelLay has one other endearing quallty that has made him a stunningly successful pohtu\:al leader. Mr. DeLay doesn't much care what
the establishment press writes about him. He disregards The Washington Post.and New York \Times. For some in Yhe Republican Party who -
think that image is more important than policy victory that's unforgivable. But Mr. DelLdy understands that when Republicans run as
mrlquetoast Democrats, not only does the conservative movement lose ground but so does the Republican majom :

‘Conservative leaders, in and out of Congress, need to defend Tom DeLay with ali the resources at their command, If Mr. DeLay is destroyed

by the left's henchmen, it may be a Iong while before anyone else with his ideological commrtment and Iegrslatwe effectweness comes
forward to take his place. .

Serhen Moore is president of the Club for, Growth. Jeffrey Bell is a prmclpal of Capital Clty Paﬂners
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This week President Bush is ‘expe':':led to sign into law tax leglslation'that could enormously affed us. competitiveness and job creation

Many Democrats in Congress - the very people who have pummeled President Bush for not generating enough new jObS voted agamst the ’
measure. / . o

Now for purposes of full disclosure, | will confess some of the turkeys that found their way into this bill are fatter than grandma'’s Thanksgwmg
bird. There's a buyout for tobacco farmers, a subsidy {o native American whalers, continuation of the inane ethanol tax break, and even
dollars for tackle box companies. Only two words come to mind in réading through the 600 pages: gobble, gobble. :

But this corporate tax bill has two extremely beneﬁcial pro-economic growth benefits. First it would lower the corporate tax rate for domestic .
producers from 35 percent to 32 percent. Since the U.S. now has one of the world's’ highest tax rates on our home-grown busmesses this tax

_ rate cut will help keep businesses here and reduce incentives to flee abroad.

Even better is the provision to allow companies with overseas subsrdranes fo bring those proﬁts home to the U.S. ata one-tlme lax rate of
51/2 percent.

This homeland investment provision, onglnally conceived by Sen. John Ensign of Nevada and Rep. Phil Ehghsh of Pennéylvama would

. serve as a magnet for foreign caprtal and would cosl the Treasury virtually nothmg in fost revenues. It might’ even gam tax receipts for Uncle

Sam.

The tax plan permits U. S firms to repatriate prot' its they earned overseas back to the United States wnhout havlng to pay the corporate -
income tax rate of 35 percent on this money. Instead, firms with large foreign profits - companies like Hewlett Packard, Pfizer, Microsoft and
Sun Microsystems - could bring this investment capltal into the U.S. and pay a one-time border entry tax of 51/2 peroent This means we
make money on somethlng we want firms to do anyway: invest profits in Amenca :

How much new investment could we expect to get from this tax change? Independent analyses by Price Waterhouse Coopers and Bank of
America predict a windfall ranging from $135 billion to $300 billion of new capital within a year of passage. That $300 billion-is more money
than collected by the entire corporate income tax structure. This money can be used to rebuild industry and factories here at home. Let’s call

it corporate in-sourcing.

Currently, about $600 billion of U.S. corporate earnings are parked offshore to avoid the hefty tax penalty on bringing these funds back to
America. Cumrent U.S. tax law forces our companies to pay the internal Revenue Service for bringing home income earned overseas. For
example, a U.S. firm doing business in Germany pays an income tax in Germany then pays additional U.S. income tax rf the money flows
back to the U.S. Thereby, that firm has an incentive to reinvest the profits in Germany, not here.

Vrctlms of this policy are U.S. workers and shareholders in American firms. Shareholders lose because the tax penalty on corporate profits
repatriated to the U.S. wouid largely dlsappear , .

- On average, it costs about $50,000 to $100,000 in business investment to create a new manufacturing job in the United States. This tax bill

therefore could create as many as 500,000 new jobs next year for factory and technology workers.
History proves capital forelgn investment is critical to job creation. Over the past 20 years, dating back to the Reagan tax cuts, the U S. has

imported about $1.5 frillion more capital to these shores than we have sent abroad. This in-migration of capltal investment led to a boom in
new factories, plant expansmns technology centers and mdustnal oulput

-




For all the talk of "outsourcing of 1obs for the last 20 years the U.S. has been a massive rmporter of 190s - thanks largely to falling-U. S. tax '

- rates, especially compared to Germany, France and Japan. That's a key reason the U.S. has created 35-million new jobs since the -
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- capital into the U. S which means better- paying jobs. Only a Benedict Arnold could be against that.

mid-1980s and the rest of the industrialized world less than half as many. -

iy ’
The Kerry Democrats moan that this bill is a corporate ta'x giveaway. These very same Kerry Democrals complain in their next utterance that
American firms who invest abroad for tax-saving motivations are "Benedict Arnolds."” But this tax plan gives multinational firms-an incentive to
bring investments back home. The problem is liberals face a conundrum They love jobs, but abhor the idea buslnesses mrght make money.

Even conservative legislators will gag when they see the corporate giveaways nesfled in thls\lax bill. Why Republicans in Congress beheve :
every bill has to be a Christmas tree with goodies for every K Street lobbyist tucked below, rskn enduring myste -

But cutting taxes on business helps create jobs. And the homeland |nvestment provrsron bnngs hundreds of blllrons of dollars of investment -
Stephen Moore is presdent of the Club for Growth
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If there's any-lesson that pohey makers should have learned from the electricity blackouts throughout California in 2002 and then on the East
Coast earlier thus year, itis that the wrong sort of electric power deregulatlon can cause soanng prices and leave consumers literally in the -

dark
/

" In California, homeowners and businesses had to ration the|r electricity use, dim the Il'ghts and turn off their 'al'r conditioners. A basic service '

we as Americans take for granted - cheap and umnterrupled access to electric power for lrghl heat, runnlng computers, pomnng halr dryers :
and dishwashers, and accessing the internet - was suddenly scarce. . . . :

Given that our electric power network is the U.S. economy's central nervous system, we 'better make sure Congress and regulators get it nphl
as they restructure regulation of electric utilities. Disruptions in eleclnc:ty supply and rising pnces could bring our economlc expansnon foa :
screeching halt.. . .

' Unfortunately. federal regulators seem incapable of deregulaung in ways that will benefit consumers and-maintain a dependable electric

power supply. Last year, the Federal Energy Regulatory Commission (FERC) proposed a plan to restructure the national electricity market
that would have placed private power-generalmg companies across the country under the authority of new mega Reglonal Transmission
Organizations. . .

.This plan would have essentially federalized electricity markets. The pian provoked outrage from governors, state utility commissioners,

consumer groups and free-market conservatlves FERC was forced to retreat.

FERC now is grabbing for power through a series of rulemaking proposals, court fllmgs and other means of regulatory ﬁal FERC wants to
force local power utilities to join regional transmission organizations (RTOs), which would effectively prevent them prowdmg a ﬁrst right of

" _service to the very customers who paid for the power plants and transmissions llnes in the first place.

FERC maintains this intervention will foster competmon in electrlcny markets, which will in turn, lower utility bills. That's certainly a laudable
goal. But it's hard to argue the current system, warts and all, hasn't:kept prices low. Adjusted for inflation, electricity prices are lower now than
throughout most of history. Electricity prices haven't risen at nearly the rate of oil and other energy prices. So why does FERC insist on
"fixing" a.system that seems to be working? .

Deregulation is supposed to mean fewer rules and less red tape. When Ronald ‘Reagan lifted price contrals on oil and natural gas in the early
1980s, all that was néeded was a stroke of his pen on a one-page executive order. FERC needs 603 pages just to explain SMD.In some .
ways, the FERC scheme more closely Tesembles the mulll-layered bureaucracy in the failed Hlllary Clinton health care plan of the mid-1 990s

. than a deregulation manifesto.

FERC's plan is hugely expensive. In a recent repor, the Public Power Council (PPC) found the costs of FERC's regional transmission
organizations has quadrupied from $250 million to $1 billion from 1998 to 2004. The number of employees at the Midwest organrzataon
jumped more than 500 percent from 80 in 2000 to 465 in 2004. In Texas the numbers exploded from 50 bureaucrats in 2000 to 530 in 2004,

~ according to the PPC study.

FERC's meddlmg in state and local rate setting threatens to drive ultllly bills up, not down. In Florida, Georgia and Oklahoma regulatory
prooeedmgs FERC has second-guessed state publlc utility commission decisions aimed at ensuring ratepayers in those states have low

- prices and rellable supplies of electricity.

It appears FERC's primary goal is not to serve consumers, but rather to serve as a life raft to the merchant generaling industry at the very
time Wall Street and credit-rating agencies are fully prepared to bury the industry-because of poor business decisionmaking. Standard &




Poors energy analyst Peter Rigby notes "mdependent power producers gambled ona busmess mo!!!ased on rapid and debt—funded

“ growth.” Now these indebied power-generating companies face a perfect storm of rising interest rates, soaring natural gas pnces and

declining electricity demand and want a de facto bailout from Uncle Sam.

iy U
-Ballouts of bad business practices aren't consistent with a free market model of survival of the: ﬁttest Airline deregulation forced some
inefficient airlines like Pan Am and Eastern Airlines out of business, but others like JetBlue rose fiom the ashes. In the telecom deregulatory
environment, overinvestment in the crazed late 1990s led to tens of billions of doliars in bverinvestment, shareholder losses and .eventual »

" bankrupicies. Uncle Sam never rushed in to use taxpayer dollars to keep these companies aQoal

Everyone wants to ensure that captive local customers aren't price-gouged by local electnc utifities, whnch in many\areas stlll operate as legal
regulated monopolies. The goal is to-eventually allow the power markets to evolve s0 homeowhers and businesses\can purchase electricity
on the national power gnd from any number of competing utilities. The genuine deregulation model in electricity sholild work very much like -
deregulated phone service now operates, where consumers can choosé from many phone companies on the basis rellablllty and cost
Under that model, long-distance prices have plummeted. _ ) ' '

FERC talks the talk of deregulation, but it intervenes in the market place to transform losers lnto winners. If FERC continues with thls model,
it may not be long before its phony "deregulation” scam brings the California crisis to the rest of lhe nation. Congress should turn out the

lights at FERC before these bungling regulators turn the lights out on the rest of us.
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Stephen Moore is president of the Club for Grqwth and a-senior economics fellow at the Cato Institute. ; L SR
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{2 The presidential campaign has come down to two rival ideological visions for the Unitéd States. John Kerry wishes to create a middle-class
p~. entitiement society, where the government offers free health care, child care and coliege tumon to tens of millions of working-class
oy AAmencans He offers America, in a sense, the mythical and alluring free lunch. ,
/
How will Republncans combat this demagogic, socialistic vision of govemment asthe ce‘ntr'al force in our lives? ,

The answer is to offer a countervision with bedrock Amencan prlncrples of freedom, opponumty and prospenty asa higher and nobler goal.
America is not Europe - nor should it be. B ; ,

President Bush lately has spoken elogquently of hls desire to create what he calls "an ovimershlp society." He wants to pursue policies that
expand home ownership, stock ownership, and new business creation. In a sense, Mr. Bush wants to create in Amenca a nation of

capltalrsts

It is hoped that as Americans become shareholders and owners of wealth, they will become less dependem on government. That is precrsely
why the left is agitated and desperate to wrn .

The Whlte House has unveiled this attractive, pro-growth vision of 21st century Amenca but has refused s0 far to descnbe in all but
broad-brush strokes the actual policies that would advance the ownership socrety

Mr. Bush needs to’'do so for two reasons:

(1) Laying out a conservative economic agends is the best way for the president to solidify and energize his conservative base of voters. Kart

" Rove has spoken many times of the fact some 4 million to 6 million conservatives did not vote in 2000, which caused a perilously ‘close
election. Conservatives might wonder if a Bush victory is a conservative victory at all if there is no mandate for an economic agenda that

" promotes freedom and prosperity and smaller government. Mr. Bush is seeking an electoral mandate to do ... what exactly? Presidents’ -
second terms are normally far less successful than their ﬁrst and the Reagan and Clinton presidencies are slark recent examples

(2) Mr. Bush needs a mandate to succeed legrslauvely in a second term. Without an agenda, there is no mandate.
So here are five ideas for the Bush campaign that would excite consewaﬁves and advance the an ownership sociéty:

* Bury the Intemal Revenue Code and advance a flat-rate consumption tax. There is no more seif-defeating obstacle to prosperity than our
antiquated and unnerving tax code. All around the globe, from Russia to Estonia to Hong Kong, flat taxes are taking hold. Mr. Bush is taking
baby steps toward getting us to a flat tax - by cutting dividend and capital gains taxes, lowering income tax rates, and phasing out the death
tax. But why not end our tax system’s tyranny in one fell swoop? A Steve Forbes postcard style flat tax would be rocket fuel for our economy.
Why not end the failed income-tax experiment entirely and have a national consumption tax, paid half by businesses and half by consumers?
The consumption tax would do away with tax forms, would benefit our manufacturers and domestic producers, would maintain worker
financial privacy, would make April 15 just another day of the year and would end the modemn day Spamsh lnqursmon in Amerlea the Intemal

* -Revenue Service.

* Offer young workers private investment accounts for Social Security. Every worker in America should be permitted to put aside as much as
-half of his payroll tax payments into an individual refirement account (IRA) privately owned by the worker himself. These private accounts,
according to economist Peter Ferrara of the Institute for Policy Innovation, would earn workers about 2 to 3 times higher returns on their
money than what Social Security promises - and Uncle Sam almost cerlamly won‘t even be able to keep those promtses




LR

Voluntary private accounts for Socral Secunty !ld leave tens of millions of young workers with %n entry ticket into the ownershlp
- society. Perhaps 80 percent to 90 percent ot‘ Americans would. mstantly enter the shareholder so¢|ety This plan would essentially pnvatlze

the largest federal program.

*Muzzle the trial lawyers. Baseless lawsuits are to Amen’c":ﬁ' "'economy what termites are to wooden homes. They deter economic growth,
slow innovation and raise prices of almost every product we buy from health care to jungle gyms.:The Manhattan Institute in its brilliant report
"Trial Lawyers Inc.” estimates the net annual cost to Americans of frivolous lawsuits now approaches $500 billion. Americans now pay the

+ equivalent of a 5 percent trial lawyer tax on every good-and-service they purchase today. Health care costs are inflated by about twice that
amount thanks to medical malpractice suits that benefit a few patlents who win the | lottery any the trial bar that eafns hundreds of millions of
dollars on other people’s misfortunes and then funnel a share in the form of campaugn contnb‘tlons to left leaning\Democratic candidates.

Tort reform would put caps on Judgments the end of joint and several ||ab|||ty where a firm that is-only 5 percent responsible for an injury -
must'pay as much 100 percent of the damages, reasonable caps on legal fees in cases where the government is thd plaintiff, and "Iawyer
‘free” products where consumers can buy products at cut rate prices, by waiving the right to sue. IR

* Restore budget discipline. We need a new budget act'in America. President Bush has been an abject failure at controllmg federal
expenditures, partly because our budget process rewards spending and discourages economy A new budget act that includes line-item veto -
power, a tax and expenditure limitation measure, supermajority vote requirements to raise taxes, and sunset provisions on government
. programs would help restore a modicum of fiscal restraint in Washington. Congress needs to be put in'a fi scal straltjacket that will help lower
o deficit spending,- keep interest rates Iow, and free more resources for private sector spendrng . o :
¢\ * Offer school vouchers to create an education that truly "leaves no child behind.” The evidence contlnues mountlng that school vouchers
f~. charter schools, opportunity scholarships and other measures that offer parents and students an exit strategy from the monopoly public:
e school system can raise academic achievement in profound ways. America simply ¢ cannot compete and win over the next 20 years against
P the Chinese, the Indians, the Russians and the Europeans if we are condemning kids to a second-rate learning experience. The issue of
school choice is not just one of educational excellence but of promoting civil nghts to black Latrno and poor white chtldren sentencedto --
::}' failing inner city schools. - . . .

& Presrdent Bush proposed vouchers in his 2000 run for the presidency, but dropped the idea when Ted Kennedy howiled in protest This is not
(%) atime to retreat, butto create millions of exit scholarships that wrll allow admittance to hlgh-performmg schools for those who wish to leave
[ the government warehouses for children. _ R

& The left's strategy to win the election of 2004 is to seduce voters with free government services and confi scatory taxes on the fich that will -
. very soon reach deep down into the pockets of the middle class. They see America as an extension of the socialist nations of Europe. As
Democratic strategist Stan Greenberg has argued many tlmes Democrats can win by extendmg the ruinous welfare state programs of the
1960s to the vast middle class.

Mr. Bush can counterattack agalnst the depenoenoy culture with his quest' for an ownershrp socrety with a programincluding federal budget
control, opportunities-for better schools, better retirement options, better health care and a less oppresslve tax system He must lay this plan
out during his acceptance speech for the Republrcan nommatton ,
The natnon,_ but especially conservatrves. will be listening, Mr. President.

~'.Stephen- Moore is president of the Club for Growth and an economist at the Cato Institute. -
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Lef(—wmg "hate Bush" groups just tecently proudly announced they have raised some $75 mrlluon to run attack ads agamsl Presrdent Bush in

- battleground states

A good chunk ol these funds are from Democratic gaznlhonalres like George Soros. The hypocnsy of the Ieft on campalgn financing is truly
stunning. For years, those on the left were cheerleaders for legnslatnon like McCain- Felngold that would take "blg money" out of poliucs The
were sick of muitimillionaire donors "buying elections.” . . . -

Well, excuse me, but what in the world do they think George Soros is.doing? Mr. Soros, who has Iabeled George Bush “the most dangerous
man in the world," has already given $16 million to "hate Bush" groups and he has said he will consider giving much-more if that money can " -
be used to defeat Bush—Cheney in November. But the lefi-wing campaign finance zealots have ot issued a peep of protest..

'The American Prospect magazine for years ralled agamst big donor pofitics but recently applauded the Soros money because t will "Ievel the

playing field with Bush." But Mr, Bush raises his money $2,000 at a time, not $2 mxlhon ata hme
If the left doesn't want to play by the rules it set up with the new campaign law, that's fine. Let's repeal this mlsbegotten law: by all means.

The Bush-Cheney re-election feam has not acted entirely admlrably either of Iate The Republican National Commmee med to persuade the
Federal Election Commnssuon to block the alrmg of political attack ads by groups like Moveon .org.

This contradicted the longstanding principle of conservatives that the First Amendment protects polmcal speech even speech we find
disagreeable. The Founding Fathers intended the First Amendment to above all else grant the unabridged authority of Americans to criticize
the Congress and the ruling class. After all, these men led a revolution against a ruling dass Would James Madlson or Patrick Henry have
tolerated a law that made n :llegal to criticize King George [1I? :

FEC Chairman Brad Smith, the one unwavering voice of sanity on the commnssnon. said it best: "If the Bush White House thmks it w:ll win this
election by srlencmg the opposition, they are sadly mlstaken " .

One unintended impact of the White House complamt against the left's barrage of attacks agarnst Mr. Bush is that lt interfered with.the ability
of groups on the right fo wage a counteroffensive. Republican donors were reluctant to give to groups to run ads attacking John Kerry, when
the Republrcans were challenging the very legality of such pdlitical messages. .

In effect, the FEC complaint created a unilateral fund-raising disarmament on the right. Left-wing groups were totally undeterred by the FEC
complaints and, if anything, accelerated the pace of their 30-second TV hand grenades. Groups on the right were under a de facto blackout.
Hence, for the last two months, blistering and hateful TV ads against Mr. Bush and Dick Cheney by Moveon org and other
drooling-at-the-mouth liberal attack dogs went unanswered.:

Well, there's an old Mafia saying: Don't get mad, get even.

Moveon is already ua on the airwaves in battleground states like New Mexico, Missouri, Ohio, Pennsylvania, and Michigan. There were 12
states in 2000 Mr. Bush won or lost by 4 percentage points or less. Green rivers of left-wing dollars pour into these crucial states. The latest

- attack ad against Mr. Bush shows discouraged children with a voiceover announcing states and cities can't afford to pay for good schools

because Mr. Bush spent $87 billion on Iraq. Another !eft-wmg attack ad against Mr. Bush claims that, when he said his tax cuts would create
jobs, he didn't bother to tell us all those jobs would be in China. Clever. but wrong of course, gwen that already 1 million new ;obs have been
created here in lhe U.S. this year :




. The good news is that now conservahve 527 orgamzatrons such as the one | run the Club for Growth have Iaunched a counteroffenswe to’
the left's anti-Bush firade. Our Club for growth ads, which defend Mr. Bush's .successful policies on the fight against terrorism and his
pro-growth tax cuts, can be seen on Web site clubforgrowth.grg. Our first ad stirred protests from liberals, such as Alan Colmes of Fox News,
who believes it is inapproriate to use images of September 11, 2001, in a ‘political ad. But why: should the defining event of our hfetrmes be

taboo to discuss in an election with so much at stake? Didn't Franklun Rooseveh talk about the war agamst the Nazis’ when heran for
re-election in 19449 , ) S

John Kerry is a target-rich envuronment This is not a candidate from the Bill Clintori, centrist Mng of the Democratic Pany Mr Kerry canand-
should be attacked for his positions on taxes, big government and his voting record as the most liberal member of§he Senate, and on and
on. Americans should be educated on his penchant for taking simultanéously. mutually contradictory positions on isgues. ("I voted for that bill
right after | voted against it.") Jay Leno recently lampooned Mr. Kerry by noting that, if he wins the election, he coul be the first-ever ’
president to give the State of the Union message and then the rebuttal. -

So the battle is fi inally engaged. The task of keepmg up with the money spigot George Soros has opened wrll requrre a Herculean voter ‘
education campaign by groups on the right. Mr. Soros says we live in a "dangerous world" under Mr. Bush.

if: people think it is a dangerous world now, wait until they get a load of what Mr. Kerry's policies would do to the nafion. They- soon wilf fnd
out. , . . o . .
N Move over, moveon.org. You're no longer the only game in town. e T . o o R
m Stephen Moore is president of the Club for Growth. ) ' '
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- and many of those welfare moms now are productively in the work force.
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This summer the famous Contract with America that swept Republrcans into power in Congress in 1995 turns 10 years old. The Contract was
a bold and sweeping agenda to change the way government works in Washington.

it mcluded 10 major provisions mcludmg welfare reform, rulés to force Congress 10 Ilve under the same taws as the rest of us, term Ilmlts tax
cuts, and most importantly: budget reduction. In the memorable words of Newt Gingrich, the Republican revolutlonary who inspired and led

‘the Contract with America Revoiution, Republicans were going to make govemment smaller and smarter. We are going to prove that we can

get rid of programs, not just start them. That was a hlghly appealing promise to voters as the federal budget under President Bill Clinton
approached $2 trillion. .

It is chic these days to criticize the Contract with America and write it off as a failed revolutlon That would be a mlsreadmg of history. Much
was accomplished of great significance during those first 100 days in 1995. Republicans for the first time did require Congress to live by the
rules they impose on the rest of us. Committee chairmanships were term-limited. The first steps toward meaningful htlgatron reform passed
And ‘perhaps most impressive of all: The budget was balanced, not in seven but in less than four years. )

There were other great triumphs of the new Republican majonty back then. Perhaps the biggest of all was strong-arming Mr Clinton to sign
the most historic social legisiation of the last 50 years: welfare reform. Since that legrstatuon passed, welfare caseloads have been cuti |n half

.

Even m.the fight to cut government down to size, there were some early impressive victories. In the first two years of the Gingrich revolutton.
the fede'al budget actually was reduced after inflation by 31/2 percent. The only other two-year period where that happened was in Ronald

-Reagans first two years as presrdent There was clearly a new ethic of ﬁscal restraint, rather than fiscal expansionism. . -

| was proud to work with the young and energetic House Budget Committee Chairman John Kasich, who put together the orlglnol Contract
with America budget in 1995. That was an astonishingly visionary document - something we havent seen the likes of ever since. Mr. Kasichs
budget slated- more than 300 programs for termination. Most impressive of all, the Contract with Amenca budget called for el:mrna’ong three.
whole Cabinet departments Education, Commerce and Energy. .

Perhaps Repubhcans overpromrsed but inthe end, politics tiumphed over good ﬁscal common sense. Ten years Iater. most of the useless
programs slill flourish. Here are some disappointing examples:

* The Americorps program has grown 181 percent and President Bush wants to expand it further.
* The Education Department budget has almost tripled since 1995. ' -
* The Goals 2000 budget has grown from $231 million to $700 million.

* The wool and mohair subsidy was terminated [hooray] but then resurrected by Congress in 1997 and now spends more money than ever

* Amtrak subsidies were supposed to be phased out entirely by the year 2000. But this year the railroad asked for a $2 brlllon banlout and
Congress is llkely to grant it.

The budget of $1.5 trillion in 1995 will Irkely reach $2. 5 trillion this year. The war agamst big government was fought at times vallantly bul
eventually lost. - . - . .

',What are the lessons of the Contract with Amenca? First, this was an initiative, despite its failures, that launched one of the most radical and -

successful political reforms in American history. In many ways, the revolution Ied by Newt Gingrich and chk Armey helped bring the Reagan-
Revolution to its beneficial conclusion. _




The economy roared back to life on almost ihe! day Républicans were elected 'imo the niajorily.‘vember '1994, the Dow Jones
Industrial average was about 3,000. By the year 2000, the Dow stood at 10,000. This was a period of unparalieled wealth creation.and
. prosperity. Whatever the Republicans did, the financial markets bulls clamored approval.

* One other_lesson of the Contract with America is that revolutions in America are shortlived. Reformers come in and cliange the course of
goverriment, but it isnt long before the forces of inertia overwhelm the agents of change. That is what happened to the Gingrich Republicans.
it is what happened to Ronald Reagan, who accomplished all his major economic victories in the first two years of his administration. Some
critics look back and say Republicans tried to do too much, too quickly. Thats 100 percent wrong The window of polmcal opportumty shuts
rapidly. Best fo do as much as you can while you have the other team in dnsarray

" The Gingrich Republicans were a heronc bunch. They did a great servicé in turning around our economy and our govemmént after two years.
of the totally dimwitted tax-and-spend policies of Clintonomics. The Coplracl with America contained policy changes of great consequence.

Its tragic that today many of those same Republic'ans who led the Cgﬁt{acl with America siege on Washington have settled into power, have
become overly comfortable with their perches of authority, and have in.some ways become mirror images of what they replaced. The
_ Republicans now spend more than even the Democrats did when they ran Capitol Hill. Repubhcans seem to have forgotien who they are,

and why voiers put them there.
Perhaps it is time for conservatives to start plotting the next revolution.

%I Stephen Moore is a senior fellow in economics at the Cato Institute and president of the Club for Growth and was a staff member for former
1 Rep. Dick Armey, Texas Republican. . .
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4 You've got to hand it to Richard Baker the Louisiana Republican who chairs the House Fmancnal Serwces Committee. Mr. Baker is earning a
W reputatlon as the foremost muckraker in Congress as he battles powerful and polmoally infiuential specral interests in Washington. He takes
o on corporate titans that even Ralph Nader would likely shy away from.
e Last year Mr. Baker caused qurte a hullabaloo in Washingtori by questioning the wisdom of the multibillion-dollar subsidies Uncle Sam
|-._ lavishes on housing finance giants Fannie Mae and Freddie Mac. These lucrative Government Sponsored Enterprises have spent millions’

#J upon millions of taxpayer dollars to protect their fortresses from just this kind of political assault. It's a good bet not many young rising stars in .
Congress would have the spinal fortitude to take on these imbedded specnal interests. He does it because the benefits Uncle Sam confers on -

Fannie and Freddie are a national outrage.

This week Mr. Baker took on sacred cow: the New York Stock E)tchange On'Tuesday, Mr ' Baker held a hearing on whether the New York:
Stock Exchange is really necessary anymore. That's a good question to ask in this new information age economy, which is slaymg dinosaur
lndustnes the way cicadas shed their exoskeletons .

Mr. Baker pointed out the New York Stock Exchange derives |ts power, no’t from the marketplaoe. but from govemment charter. This
- government sponsored enterprise‘is a minute tax on stock transactions for services that may no longer be necessary. After all, the Nasdaq
functlons quite well without the services and fees of the New York Stock Exchange. o

Most Americans - and especually members of the shareholder class - probably have a warm and fuzzy feeling about the NYSE After all, |sn't
this mstrtutlon the very symbol of America's hyper-efficient financial markets that trades aimost one-quarter of the world's wealth? When we
think of the NYSE, we are reminded of photos of world leaders, titans of industry and Hollywood celebrities standing perched above the
exchange floor ringing the bell-fo begin a day of trading. This is unbridled capitalism at its rawest and most virtuous form. Isn't it?

There is mounting evidence the NYSE has become a stodgy and outmoded inhibitor of market efficiency that survives mostly because of
government protectionism.-What other institution could have paid its Chief Executlve Officer Richard Grasso tens of millions of dollars in
compensation for a job that i is essentially ceremomal? .

In this age of electronic markets, compames such as eBay, Instinet and Yahoo can execute trades in nanoseconds. Unfortunalely. the U S.
Securities and Exchange Commission still requires stock brokers to send their mvestors orders through the NYSE, where servnoe is slow and
unreliable and where unnecessary middiemen take a slice of the action.

The NYSE is supposed to help the mom and pop investor and maintain the |ntegnty of our stock markets Nowadays. it acts as an
unnecessary toll on transactions. .

The root of the problem appears to be the ‘so-called "trade-through" rule, which sends orders through the NYSE to ensure that investors gét
the best price. But Nasdaq stocks are traded without the big board and investors aren't getting cheated.

Moreover, it appears because the btg board is so slow and cumbersome compared to computer-based transactions, investors may not get
the best price at all, especlally when the market is volatile and prices are changing instantaneously.

Perhaps the most harmful monopoly power bestowed on the NYSE is its status as an-information cartel for the stock market Brokerage firms
are forced by regulation to send information that telegraphs their customers' willingness to buy or sell stock at a given price finformation of
great value] to the exchange for aggregation. Those same firms are then required to buy the aggregated data stream back when provudmg a
stock quote to their customers. Thls grants the NYSE with an information cartel and impairs the liquidity of the stock market.

This informational monopoly, not surprisingly generates huge revenues for the exchange. The NYSE maintains this arrangement benefits
investors. That may be so, but more likely it imposes "rents" on stock trading firms and ultimately their mvestors This may explarn how it is
Richard Grasso and his lieutenants became the best paid "regulators” on Earth.
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I freely admit I am stumped in trying to come up wnh an eshmate as fo how much this sweetheart deal between Congress and the New York
Stock Exchange costs investors. it's hard to know how much efficiency is lost by current trading rules, established decades and decades ago,

- before the information revolutiori. As we move ever swiftly into. an electronic age, where bllllon-dollar decusuons can now- be made at the -
o slroke of a key pad, it does seem the NYSE is as relevant as the rotary telephone . .

L]

Kudos to Mr. Baker for' trying {o get to the boitom of thls mess. He is doing a big favor for the 110 million Amencan shareholders who, unhke
the NYSE, donl have well-heeled lobbylsts Iookung out for their best mteresls o . . :

Stephen Moore is president ©of the Club for Growth and a senlor'fellow_ at mhe Cato Institute.
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 Finally, a victory for the taxpayer At least & partial one. Last week the Senate approved oompromrse legislation crafted by Sen. John McCam,

Arizona Republican [yes, Mr. McCain was on the side of the angels], to extend the ban on Internet taxes four years through 2008. President
Bush and Sen. George Allen, Virginia Republican, who rates four stars for unwavering support for keeping cyberspace free of taxes, favored
a permanent ban, but a four-year extensron keeps Infernet users at arm’s length from the Internal Revenue Service and local tax collectors
for least the foreseeable future. ,

The t‘ght for a tax-free zone on the Internet was tougher than it should have been, because a handful of Republican senators wanted to
empower states and cities to tax access 1o the Internet at their discretion. Freshman Sen. Lamar Alexander of Tennessee and a former-
governor, led the crusade for states, localities and brigades.of special interest groups who receive the largess of local govemments who all
desperately wanted to tap this new cash cow of the Internet. Mr. Alexander was unfortunately joined by four other Republicans who wanted to
allow local governments to impose a tollbooth on the Internet: Mike Enzi of Wyomrng, George Voinovich of Ohio, Kay Bailey Hutchinson of
Texas and Thad Cochran of Mississippi. ) ) )

Lamar Alexanders Internet access tax proposal would have done real damage fo the U.S. economy at the very time it is getting its feet back

- under itself from the tech implosion in 2000-01. In this nascent recovery, growth is again being propelied by technology and

knowledge-based industries. Free market advocates argued the Internet should be treated as a tax- and regulation-free form of commerce
rather than an ATM machine for government officials to fund favored programs. ’
Back in 1998, Congress wisely declared the Internet a Tax Free Zone by estabhshrng a moratorium on such Internet access charges An
"access’ tfharge" is just the government's polite way of adopting a new tax. The idea was to prevent the government from causing infant crib
death of this new consumer technology. After all, as Justice John Marshall once observed, "The power to tax is the power to destroy." By all
accounts; the Internet tax moratorium has been a resounding success. In 1985, about 1 in 6 Amerrcan families and businesses had access
to the Web, now3m4do : ’

E-commerce is the new frontier of business enterpnse International Data Corp. recently estimated the Internet economy in 2003 reached
$2.8 trilfion. In the U.S. alone e-commerce accounted for $500 billion in business actrvrty and employed 2.3 million Americans. The Internet

'sector of the economy is growing 12 percent per year compounded

E-commerce, in shor, is to the early 21st century what the steam engine was to early 20th century economic development. Meanwhrle. the
telecommunications sector of the economy now stands ready to invest billions to upgrade the nation's-communications networks and make
high-speed [or broadband] Internet access available to all American homes and small businesses, as it i is for large corporatrons today. The
tax ban extension will facilitate that infrastructure mvestment .

Opponents of the Internet tax ban always had it wrong. They argued this policy unfairly depnves state and local governments who need the

money to fund vital public services. Mr. Alexander has labeled the federal ban on the Internet access taxes an "unfunded mandate on states.”

But an unfunded mandate is a federal requrrement that states and localities spend money This policy doesn't even deny states and cities a
traditional revenue source. .

Most importantly, the growth of the Internet and the information economy has been an enormous net positive fiscal development for the
states. In the 1990s, as the Internet economy soared, state and local revenues grew 3 times the pace of inflation. By the end of the 1990s, . .
states and local government coffers were overﬂowrng. it wasn't until the tech bubble burst that government revenues sank.

Republicans and many pro-growih Democrats have done a service to taxpayers by extending the no-tax zone on the Internet, and the GOP

" really dodged & political bullet here. It would have made little sense for Republicans to run for re-election as the party that initiated the

‘nation's first-ever tax on the 74 percent of American households who use the Internet. That's particularly true because these taxes already
contemplated by some states and city hall could have cost families up to $150 a year. _




-But the victory’ for the Internet and for taxpayer!ast week only further postpones the b|gger fight ov’hether Internet access and 4
purchases should ever be taxed. Here is why the sélf-evident answer to that question is no. The -expansion of the e-commerce world offers a
one-time opportumty to erect a massive, g!obal free trade zone, in which government regulations, fees and levies are banned.

" What ‘could be more liberating? Government power will shrink, as the:information superhighway is further democrattzed over the qext 20
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years 1o reach every business and household in the world. This is precisely why so many advocates of big: gevemment want to tap into the
power of the mformatton age economy, before it renders them irrelevant. : } .

So kudos to John McCain, George Allen and the White House for cleanng away roadblocks to cyberspace future It is also wotth applaudmg
Democrats such as Ron Wyden of Oregon who fought valiantly to keep pbliticians' paws off the Internet. As Mr. Wyden said during the
Senate debate: "Under [Mr. Alexander's] proposal, the consumers would be taxed every time they send an e-mail, every time they. read their
local newspaper or check a bank statement online." How sad that many Republlcans in the Senate need to be Iectured by Ron Wyden on the
destructive impact of new taxes. . e, .

., The House earltet this year passed a permanent ban on Internet taxes. When the Senate takes up the |ssue of maktng the Bush tax cuts
permanent it should add the Internet tax moratorium to the mix. An internet tax won't make any more sense flve or 10 years from now than it

does today.
Stephen Moore is president of the Club for Growth and a senior fellow at the Cato Institwte. ..~ . -
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Last week John Kerry's new ecoriomic advrser Roger Altman, a former Bill Clrntorr Treasury bureaucrat, announced "We will get to.the nght
of George Bush on fiscal issues.” This statement was made only a few days after Sen. John Kerry proposed a tax plan to supposediy cut
taxes for 95 percent of families with incomes under $200 000 a year. ' .

Is John Kerry suddenly a Ronald Reagan tax-cutter who wanls to ease the stranglrng governmeni burden on the middle- class” Has this tlger
really changed his 20-year stripes? .

Well, no actually. First of all, his claim "my tax plan only raises taxes on those with incomes over.$200,000" has been proven false before.
Remember? This was almost precisely Bill Clinton's campaign gambit that sounded so enticing and fooled so many voters in 1892. No
sooner was Mr. Clinton sworn into office than he tossed over the side his middle-class tax cut and instead raised taxes on millions of the
nonrich who receive Social Security benefits or happen to drive a car, or use electricity for that matter [remember the infamous Btu tax?].
When liberals say they only want to "tax the rich” what is sometimes lost in translation is that they define "rich” as anyone who has a job.

Conservatrve author Ann Coulter said it best. When liberals promrse 1o "only tax the rich, they are about as convmcmg as the alcoholrc who

. says that 'l will only dnnk on the weekends.' "
_But back to Mr. Kerry Can he be trusted on taxes?

- Why listen to Mr. Kerry's tax promises, when you can'do a Google search and find Mr. KerrY's actual tax record? He has voted to raise taxes

on the middle-class dozens of times in the Senate. He voted against all of Mr. Bush's tax cuts. That isn't a very taxpayer-friendly voting
record. '

In fact, let‘s be very specific. Mr. Kerry had a chance to cut taxes for people who make less than $200 000 just last year. By chooslng notto "

do so, Mr. Kerry voted to deny meamngful tax relief for the voters he is pursuing.

Usrng Treasury Department data from the Intemal Revenue Servrce. | recently found the average middle-class family would pay $1,933 more

in federal income taxes this year if Mr. Kerry had carried the day and the Bush tax cut had been voted down. There would be no chlld credit;
no reduction in the income tax rates; and no elimination of the marnage penalty tax.

Now to someone like John Kerry who was born into, and then married into, a life of privilege, who owns at last count four mansions. and has
a trust fund in the hundreds of millions of dollars, $1,933 a year is probably chump change. But to working people, $1,900 a year is real :

money. This is the equivalent of taking away the family summer vacation or paynng an extra two months on the mortgage [unless you live ina

mansion that looks like what the Kemy-Heinz family owns]

If you own stocks, Mr. Kerry really plans to sock it to you. Here he does not even bother to camoufiage his plans The Kermry tax scheme

. openly promises to raise the deathi-tax rate, the capital-gains tax rate, and the dividend tax rate. He would raise the caprtal-garns tax from 15

percent to 20 percent and the dividend tax from 15 percent to 35 percent.

When President Bush cut these taxes on stock ownership, the stock market immediately soared 15 percent. Repealing this tax cut'will '
necessarily mean stock values will fall as the after-tax return falls. This alone could reduce household wealth of the half of American families

who own stocks. by $1.5 trillion. So the Kerry plan cuts Americans' incomes and wealth holdings.

Al this puts Mr. Kerry to the left of even his former governor, and prevrous Democratic presidential wannabe, Michael Dukakis. Mr. Dukakis
memorably told Americans: "I wrll ‘only raise your taxes as a last resort." Mr. Kerry, effectively says: *| will raise your taxes as a first resort, a
middle resort, and a last resort.

Mr. Kerry says he wants to help raise the incomes of the working poor. Again, his actual voting record 5uggests otherwise. if John Kerry had

his way in the Senate and the Bush tax cut had been voted down, today taxes would be due from roughly 2 million low-income working




“I . h ' | . .l "
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B . . . o

Americans [about twrce the populatlon of idaho] who_don't pay mcome taxes this year.

. When Mr. Kerry yoted against the Bush tax cuts in. 2007 and 2003, he voted to deny 109 mrtlron Americans $1.5 tnlhon of tax relief over the
.next 10 years, This'is a rich country, but there aren't 109 million rich people in the 50 states. In fact, | estlmate based on Tax| Foundatlon
data that if-Mr. Kerry had his way, the average family of four would pay‘$15, 440 over the next decade. Co %

Mr. Kerry's campaign would squeal in protest over these numbers. Mr. Kerry wants to onIy repeal the fax cuts for the rrch they would  say, not

the middle class and the working poor. But every time Mr. Kefry has had the opportunity to cut taxes on these- fa,rmlres he has voted "no." -~

The Kerry-campaign also says the central economic focus of a President K'erry would be creating jobs. That is- a: fine and worthy aim. But
how? His tax plan explicitly promises to raise income taxes on all.those in the hlghest rncome tax bracket The hlghest tax rate would rise’

from 35 percent to 40 percent ) -t
S ,

The problem here is that 2.in 3 of these people the evil rich - are ownets of small- and medlum sized busmesses And busrnesses are what
create jobs. So how will raising taxes on job creators, create jobs? Thig'is Ilke eating a hot fudge Sundae to Iose werght ..

Amencans want a srmp|er less maddening IRS tax code. But the Kerry plan would make |t more complrcated

By reinstating the marnage penalty and restoring the death tax permanently. the Kerry tax proposal would add greatly to the tax code's |
ﬁJ complexity. By raising income tax rates roughly 5 percentage pomts on everyone and calling for more than doubling the dividend tax, he
sends us back toward punitive double and triple taxation of savrng and investment’ lnoome ..

"“"- In many ways then, the Kerry Tax is "the anti-flat tax.” it grves us hlgher tax rates, more IRS complexrty. and requwes several millron more

™J families to file IRS 1040 returns every year. . . oL _

4 Mr. Kerry can certainly count on the votes of IRS ag‘ents tax lawyers accountants and psydtiatrists' T L )

; But Mr. Kerry can't win the White House with these voters He needs to- make fi nancrally strapped mrddle—mcome Amencans believe he Lre‘s
more about their economic predicament and anxretres than George Bush does. - :

If“v- To pull that off Mr. Kerry, must run from his record, rather than on it. He and the Democrats would nieed to engage ina great act of economrc .

¢ deception and deceit.

When people lie blatantly, they want you to suspend disbelief. They seem ask "Who &re you going to believe, ‘me or your own two eyes?"
Mr. Kerry asks taxpayers a similar question: "Who are you going to belreve, me or my actual voting record?" . _ .

When Mr. Kerry says he wants to be a fiscal conservatlve and cut taxes of working people, voters must recall Ronald Reagans wise words v

"Trust but verify." If Mr. Kerry fools us with seductive rhetoric, as Bill Clinton did 12 years ago, we should not say, "Shame on him." We
should say: “Shame on us." . ’

. Stephen Moore is economrcs correspondent for Human Events and president of the Club for Growth.
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When it comes to raising taxes what part of "no” dori't the politicians understand”

"il’ In the Vrrgmra General Assembly, the brpamsan scheme by Gov. Mark Warmer and the state Senate Repubhcans to raise taxes m the Old
Dominion state could be passed into law in the weeks ahead. When antitax Republrcans argued any tax hrke should be approved by a vote of
(=) the people, the governor pouted that this would "turn Virginia into California.” o . .

g ‘
£ Mr. Warner, the pro-tax Republicans and the liberal media are all deadset against giving the voters the rrght to choose on taxes.

Mr. Warner is no fool. He knows a ballot initiative on his tax-increasing revenue grab would be soundly defeated How do we know th‘rs?‘
Because tax initiatives have been trounced every time and everywhere voters have had a say. This is why Republicans should stuck to their
guns:; No tax rncrease without voter approval. .

Every ballot initiative in the last two years that has called for taxpayers to make the "sacrrﬁce" of paying higher taxes, voters respond with not
just a "no” but a "hell no." That string of victories for the antrtax activists was |engthened earlier this month when Califormans voted 60-40
- . against a measure to gut Proposition 13. . ) .

_in Alabama, Oregon. Virginia and Washington state voters have recently soundly rejected new taxes [see chart] In Alabama even the
govemnor's attempt to draw Jesus into the debate failed to sway voters. - . .

It's partioul‘ar!y striking that the latest rejection of higher taxes comes from. the folks on the Left Coast in California.

-Now Califomia has always been.considered by Americans in middle America to be a little quacky. In many ways, it has pursued policies that -
would lead one to believe this is the.most left-leaning of states. And that reputation has certainly been enhanced in the past few weeks with
the same-sex-marriage ceremonies that are all the rage in San Francisco. This is a state where the legislature recently approved a measure

to give "equal rights" to fransvestites.

There is-also a movement in Sacramento to unilaterally sign lhe Kyoto Global Warming Treaty, the one that would put hundreds of thousands'

of Americans out of work

But on taxes, Californians have never wavered in their opposition. The latest rejection of a ballot initiative to make it easier for the Iegislature
fo raise taxes, proves that even after 25 Years of the famous Proposition 13 antitax measure, and even after the left's ceaseless attacks
against the devastation to-schools, public safety and government services it imputes to the tax revolt the voters aren't buying it.

Specifically, the California initiative would have gutted the two-thirds vote requirement to raise taxes, replacing it with a slimmer 55 percent
majority. Since the Democrats control more than 60 percent of both houses, this would have given liberals free rein to raise taxes through the

roof.
If that rule had been in effect last year, it is likely nearly all the $65 billion in taxes and fees that were proposed by the state Democrats would.

have been passed into law. Given that the stale faces the biggest deficit in the history of the states, even most Democratic voters realized
this would be about as advisable as allowing Janet Jackson to appear on "Sesame Street.” A state wading in red ink can hardly afford to

wme blank checks.

In some ways, it is astonishing that after 25 years, Prooposition 13 is still regarded as sacrosanct among California voters. | guess
Californians recognize this tax re§trarnl measure is all that stands between the Gold State and Chapter 11 bankruptcy.

Mark Warner's comments that Virginia should not be turned into Cahfomra was ironic because the two states have a lot in common when it
comes to the fiscal mess.
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The California budget rose nearty 40 percent in Gray’ Davns reign of fiscal terror, and it will take Arnol!__chwarz_ene'gger yeaj.r,s fo dig out of '
the hole. lt rose 42 percent in Richmond over the same penod : h - S .

' That is to say, for all the specral interest pleading i in Rlchmond to fund “starved services" and to ensure that polrce and tethers get pald

Vlrglnla has had more revenue and spending growth than California. And whereas Gov. Arnold Schwarzenegger has proposed a budget that
grows just 2 percent a year until the budget is balanced Mark Warner wants the budget in Vlrgrma to grow 7 percent yearly. H|s two-year '
budget requests aitb percent funding rise. - . . . .. . .

He is right about one thing: Only a massrve tax |ncrease will fund this meteonc spending growth

Vrrgunlans keep saytng "hell no" to new taxes, and the polrttc:ans in both partles seem lo be polmcally tone deaf The govemor and the

Republicans in the Senate just don't seem to understand what the meamng of the word i'no" is.

.
Stephen Maore is the presldent of the Club for Growth. K ' '

- LOAD-DATE: April 13, 2004

Cogynaht © 2005 LexisNexis, a dwrsron of Reed Elsevrer Inc. All rights reserved.
Y0ur use of this service is governed by Terms & Conditions . Please review them. :




o
Fes
[all]

Lo ]
=y

‘_-?

2

Document Links:
Start of Document
SECTION: .

. LENGTH: . . ' . ping gy T
HEADLINE: ' . ' : . | . . . )
BYLINE: _ o . , , , _ T :
BODY: : . e - St
LOAD-DATE: : . - o S\

Copyright 2004 News World Commumcatlons Inc.
The Washington Times

o ' Februai'y 3, 2004, Tuesday, Final Edition :
SECTION: COMMENTARY; Pg. A15 | o
LENGTH: 1124 words _
HEADLINE: Pricey government pn_'ze- R A S :
BYLINE: By Stephen Moore, SPECIAL TO THE WASHINGTON n'MEs: - -

. BODY:

President Bush has released his fourth budget to Congress, requestmg $2.34 lnlllon of spendmg for fiscal 2005. | have oﬂen maintained one
of the biggest problerns with Washington is no one can tell the dlfference between $1. mllllon and $1 billion.

When Congress starts countnng our tax dollars in the 1n|hons of dollars, it is like a trip to Mlchael Jackson's Neverland Ranch One trillion
dollars is a million million dollars. That's a lot of money, no, matter how you stack li .

' The presrdent will predictably boast this is a lean budget that spends money Judlcnously on top national prlonlles like homeland security and

not a penny more. He will try to assure conservatives this budget limits the growth of federal nondefense, nonsecurity spending [social -
programs] to less than 2 percent. His Democratic rivals will complain this is a penny-pmchmg budget that underfunds education, health care,
the environment, eic., efc. - . .

They are both wrong. A federal b'udget that will spend more money in a single year than the entire GDP of France and 3 times what it cost to
fight World War Il can hardly be disparaged as inadequate or celebrated as tightfisted. Uncle Sam Inc. will spend more money in just this
year than it spent combined from 1787-1900 - even after adjustmg for infiation.

' Ironically enough, we are now celebratlng the 10-year anniversary of Newt Gingrich's bold declaratuon that "we Republicans W|l| make

government smaller and smarter.” It didn't exactly turn out that way, gwen that the budget is now neariy $1 trillion Iarger than when the

" Republican revolutlon was launched. ] ' .

The truth is that in recent decades, nelther political party has been a parucularly good steward of taxpayer resources. Govemmem lngests
about 4 times to 5 limes more of America’s national output today than in 1900. The government's share of everythmg we produce and eam
has about doubled since the end of World War Il

Or here's another. way 1o think about it: if you took all the spending by government and just evenly divided it among all families of four in
America, each family would be more than $50,000 richer. Thls is double the level of spending in 1960 and 14 times the amount government
spent in 1800, even after adjusting for inﬂalion

‘Sothe queshon American taxpayeérs should ask is: Does my family really get anywhere near $50,000 worth of services every year from city

hall, state governments and Uncle Sam Inc.?-

The composition of government spending has changed too. Even with the recent increases in the military budget in the new age of terrorism,
a smaller share of federal spending is devoted to national defense - ironically, the one area of the budget where Congress has a clear
constitutional authority to spend money - than at just about any other time in U.S. history. Traditionally, about one-third to one-quarter of all
federal expenditures were for national secunty Now that percentage is down to less than one-fifth.

. Almost all the growth of governmeént in this past 50 years has been a result of mcr_eas_ed civilian social program spending.

In 1940, 4 million Americans worked for govemmenl and 11 million worked in mariufacturing. Today, there are 7 million more Americans
working for government [21.5 million] than in all manufacturing industries [14.5 million]. We have shifted from an economy of people who
make things, to an economy of people who tax, regulate, subsldlze and outlaw things. ' )

We certainly | have more rulemakers and red-tape dispensers than ever before. In 1935, there were 4,000 pages of federal regulations in the
Federal Register. Now there are 68 000 pages. That's a. 17—fo|d mcrease in 65 years.

-Since 1970, the number of federal regulators nearly doubled from 69,000 to 130,000. We work almost half our Iuves now complymg with

government rules, edicts, levies, paperwork requirements, taxes and fees

The odds seem a Iot higher at least in the short term government will continue to rapidly expand than that the federal spendmg orgy will




subside. [Aftef all, the ink isn't even dry on the Medicare drug bill éhd the cost is already up by $100!lion 1. BT ;

President Bush has allowed the budget to grow by 8 percent per year after inflation in his first three budgets What's worsa manyin -
Washington want government to grow a lot more in a hurry. Most of the Democrats running for president, and even some Republicans in -,
Congress, yearn for the day when government entirely takes over thé helth-care industry - so-we can have a socialized system more like .
France and Canada. [Thts would ado about 5 percent to 10 percent more of the economy under direct government control ]

Many in Congress want government to fully take over the financing and control of education of preschool chrldren [ages 3-5] and to provnde
free universal college to all.18- to 22-year-olds This too, could add another 5 percent to 10 percent of the government's total take. - :

In this bloated budget the president seeks funds to keep marctages intact, to prevent overeating, to encourage teenagers riot to have sex,
and to help give Amencans the wnllpower to stop smoking. " L e

o “ ' .- - .
Should it bother us that both parties now have bought into the belief government now. has a federal program, bureau agency or grant
, contract to deal with every conceivable need: an indoor rain forest in towa an arts festivals in Alaska and smmmlng pools in New York - and
"what's next, relief from the acne on my teenager's right cheek7 . . } .l

Should thé request for a $20 million i mcrease in the National Endowment for the Arts budget, the people who funded a ptcture ofa cructﬁx in.
a toilet infuriate us? Well, yes, actually, it should. . o . .

®T For one thing, it rnakes us poorer:. Just a few months ago the Hentage Foundation and the Wall Street Journal lssued an. 'economlc freedom
pp  index of the world in which the U.S. ranked only 10th freest. The study discovered a strong and not surprising statistical relat)onshrp between
i, €conomic freedom [of which one component is ||m|ted government] and economic growth and prospenty

™A greater threat to our out-of-control budget is that it erodes personal freedom When g government gdrows, as Thomas Jefferson once
famously put it, “liberty yields." Dollar by trillions of dollars, we are voluntarily glvmg up our liberties for a governiment that promises us |n. ,
'""I return a blanket of protection from tradle to coffin. Republicans are steering us in the direction of the "workers' paradlse of a Europea+
1~ socrallst wetfare state, and the reply from the Democrats is faster, faster. .

) Stephen Moore is presndent of the Club for Growth and a senior fellow in economm at the Cato’ lnstrtute .
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-+ Here are the words’ George W ‘Bush should have spoken to the nation last nrght

< .
E.'; "My fellow Americans: The state of the unron is healthy. The economic recovery is prckrng up steam We are winning the war agarnst
o terrorism. Keep the faith. God bless. Good night.”

. If President Bush had kept it short and sweet, the American people would have stood on their living couches and thunderously applauded )
#J Brevity is,after all, the soul of wit. . , ) r

Alas, the ant of short political speeches went out sometime’ soon after the Geﬁysburg Address whrch was only a few hundred words and took
less than 5 minutes to deliver.

Instead Mr. Bush held us captrve for just under an hour That was an rmprovement over his predecessor. Bill Clrnton s State of the Union
addresses were 11/2 hour exercises in. self-aggrandrzement

S always felt Mr. Clinton believed in his heart of heans that if-he could just go on prattling forever he could conjure up some niew
multimillion-dollar program to solve every problem in Amerrca. including exterminating the fly swimming around in my soup.or fixing the dnp ‘

on the bathroom faucet. .

Bill Clinton felt our pain so deeply there was no price he was not willing to have taxpayers bear to make us feel better. Of course, you, needed
acash regrsterto ring up the cost of Mr. Chnton s new spending pronouncements. .

Mr. Bush too, has this unattrac’nve tendency to believe there is a government agency to fix every leaky pipe in the nation. Mr. Bush may not
have announced a national campaign to eradicate athlete’s foot, but it wouldn't have been much of a stretch if he had. After all, he wants to :
send a man to Mars - not Paul O'Neill, regrettably - and that will cost $500 billion over 10 years. He wants to spend millions to promote holy
matrrmony He wants to spend $200 million to fight obesity - why can't we just tell fat people to stop overeating? .

He says he wants to srzably increase funding for community colleges and ;ob training and spreading democracy around the world He wants
to subsidize wheat and corn farmers. There wrll be more funds to fight AIDS in Africa and to purchase garbage trucks in lraq.. -

He wants money for hydrogen-fueled cars, and a manufacturlng czar.

Presumably the czar, much like Dorothy in.the "Wizard of Oz,"” can magically click the heels on her Ruby slippers and make $15an hour
- factory jobs reappear. Can a Cabinet agency - the Department of Homeland Manufacturing - be far behind?

There seems 16 be in recent years a correlation between the length of the State of the Union speech and the size of the budget expansion in
- the upcoming year. Americans seem to approve when president’s roll out a wish list of new problem-solving federal agencres. as rf for one
night at least, they buy into the fantasy that government really is Santa Claus.

The State of the Union has become our one chance as Americans to ask Washington what our country will do for us. So the convention'is
now for the president fo pander to us, and if the polisters are right, that's the way we like it. We want the goody bag at the end of the party.

What George Bush did not talk about was ending the spending spree in Washington that has become one of his unfortunate legacies. He
-said "we must spend tax dollars wi_sely." but Congress has done anything but that in recent years. He pledges to hold spending increases to
4 percent this year. But so he has’every year and every year the budget has accelerated at twice that pace. The pledge not to waste our tax
dollars rings hollow given that in a matter of days, he will sign into law a budget-buster that provrdes money for Alaska skating rinks, Michigan
swimming pools and lowa indoor rain forests. -

There were high points for freedom and free markets in the Bush speech to be sure. Mr. Bush wants to make tax cuts pennanent'ias




opposed to Democrals who want immediate repeal]. Mr. Bush wants to expand tax-free individual re'ement accounts to encourage savrng
And most important, he wants to give Americans the optron of rnveslrng their payroll taxes in a private account. These all will encourage
. faster economic growth and.more chorces for workers. - C o

* But there.was still far too much false compassion in the Bush message and not enough fiscal restraint. There rs no end to government
compassron when the polmcrans are reachrng rnto someone else's pocket. :

The expansion-of government in recent years is arguably the, brggesl rmpedrment to freedom and economic growth in Amenw today. The
State of Bush's Union has become in some ways a State of too much dependency and a State of t6o much' entitiement. Wrth the federal

. budget now costing nearly $25,000 for every family in America, Mr. Bush should not add to the burden.

The White House should be warned: if Mr Bush doesn't start to get control of rhe runaway budget soon, next year we may be Irstening to

John Kerry giving the State of the Union address. " .h A . .

Stephen Moore is presrdent of the Club for Growth and a senior fellow at the Cato Inistitute.
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w4 If you watched George Bush's flrst Treasury Secretary Paul O'Neil's self-serving 60 Mmules mlervnew. in which he spewed venom at his

q-former White House colleagues you know all that was mlssmg was his clown outfit.

v By far the best moment of the evening came when l_eslle Stahl asked if he felt any lmges of guilt for the blindside kidney punches he was
Q throwing at President Bush. Mr. O'Neil coyly played dumb and wondered why anyone would view his portrayal of the president as unﬂattenng
t~ He pretended he was doing the president a favor, because, "After all, all | am doing is telling the truth.” )

[al]
Yes, Mr. O'Nell, I'm sure the president is tlckled to death that you describe him as disengaged on domestic pohcy issues, plomng to

ovenhrow Saddam Hussein from his first day in office, and uncomprehending of the ramifications of the economic policies he was proposing.
I'm sure he is equally thnlled you turned over heretofore never seen national secunty documents to a reporter writing a hatchet job book on
the Bush presidency. .

Even Leslie Stahl couldn't help smirking at Mr. O'Neil for bemg such a- well arat. As such, we learn much more aboul the real Paul O'Neil,
than the real George Bush in these interviews. .

" Let us be clear on one thing about Paul O'Neil: He was one of the worst Treasury secretaries in memory. During the height of a currency
crisis and meltdown in the stock market, Mr. O'Neil was playing the role of a rock groupie as he followed Bono around Africa. Many ,
Washinglonians, not least of all, Mr. Bush himself, half hoped he would never come back. He had a penchant for wedging his foot in his
mouth, talking down the dollar and the need for tax cuts, and then pathetically blaming every faux pas on his penchant for “telling the truth "

Az
He was incapable of dealing with foreign leaders. During his tenure, the economy perfonned miserably - that certainly wasn't his faull but he

oerlainly also did nothing to rectify the bad performance. . . . L

Mr. O'Neil never understood supply-Slde economics and was thus a surprise candidate for the jOb of Treasury secretary to begin with. He
came from the Rlchard Nixon wing of the party. .

As chlef execuhve officer of Alcoa, he was one the major oorporate cheerleaders for George Bush Sr.'s "read my Ilps" tax i lncrease that .
capsized the elder Mr. Bush’s presidency. .

Now he seems hell-benl on bringing down this Bush presidency, perhaps because he is still infuriated over his firing fast year. Dick Cheney
got him the job - he and Mr. O'Neil were buddies when Mr. Cheney was the head of Halliburton - but Mr. O'Neil doesn't pull his punches when
it comes to the vice presldent describing him as a feckless pawn in the White House. {Recommending Mr. O'Nell to Bush may be Dick
Cheney's only error as vice president.] Iif Condoleezza Rice was like the Babe Ruth of selections for his top foreign policy adviser, Mr.-O'Neil
was the Mario Mendoza of the economics team.

The press is having a field day with Mr. O'Neil's claim the 2003 tax cuts - the dividend and capital-gains reductions - were unnecessary and
fiscally reckless. One wonders what this man was smoking when he was trooping around the hinterlands in Africa with U2, Since the Bush
tax cut took effect, the stock market has risen 25 percent, the economy has produced 500,000 new jobs, the economic growth rate has

doubled, and busmess investment has hit a 10-year high.

Again, even Leslie Stahl had to challenge Mr. O'Neil on thls bizarre attack on the tax cuts by asklng him whether they help explain the 8.2
percent growth rate in the third quarter.

Mr. O'Neil responds, "We would have had 6 peroenl growth without them.” Even if he were right, 2 percent extra growth from tax cuts is
nothing to sneeze at.

- Why was Mr. O'Neil against a tax<cut in 2003? Beca.use he claims he wanted to start the debate on "fundamental tax reform.” But, hello.
Cutting the capital-gains tax, cutting the dividend tax, lowering tax rates, increasing tax deductions for business investment, is a big leap




forward toward tax reform.

. George Bush is grvrng us tax reform one bite ata tlme

Mr. O'Neil-just never seemed to beé singing from the same hymnal as the rest of the Bush team. This became clear to me when | had a .
private breakfast with him a few weeks before he was fired - back in October. 2002 [He said, affably, that he wanted to meet the guy. who was
always cntrcrzmg him in the press] . .

My agenda |tem for the meeting was to impress upon him the |mportance of a tax-cut strmulus oriented loward helplng mvestors and

. reversing the $5 trillion in losses that the economy has already absorbed under this presrdent‘s tenure. ' .

| was stunned by his opmrons He said a strmulus was not needed Hea'also said that with America about to go to war wnth Iraq [potemrally]
now was not, in his oprmon the best time-to pick a partisan fight with'th ‘e Democrats in Congress over tax cuts ‘He thought a "tax-cut for the
rich” was politically unwise. He saw little value in a capital-gains-tax' cu .

. | continued.to press the point that the stod( market collapse, if not reversed would nol only risk capsrzmg the economy, but could also. mean .
cataslrophrc losses for Republicans and President Bush in 2004. He said he was not much interested in the politics of these issues, but .
rather in glvmg the president sound economnc advice. | wondered [not aloud] why.he so seldom gave any. : .

One of the most poignant moments of our meeting came when he asked me whether | really believed any tax changes could impact the i
¥ economy or the stock market in the short term. | politely said policy changes, of course, matter in directing the economy in ‘the right direction’
M1 and that incentives matter - that's why we're here. He replied: "You know | hear this talk all the time about the value &f this tax cut and that tax
= cut, but I've been in the business world for years and have made riajor investment decisions, and the idea that these tax changes rmpact ’
o~ these kinds of real world decisions is just bull ... . This just isn't how the real world works." | nearly fell out of my chair. How could President
'p. Bush have put this confused man in thrs job, | kept askmg myself. - . L

~ Paul O'Neil never was at all sympathetic to the supply-side and Laffer Curve ideas that are so critical to enhancmg eoonomrc growth in &ue
short and long term. It'was a good thing Mr. Bush fired Mr. O'Neil when he did and replaced him with the very capable John Snow. Mr. ¢'Neil

®T would have undermined the tax cut.. This is a man who is hypersensmve to the deficit and to the kmds of i income drstnbutlonal tables that

) always lead to' the conclusion tax cuts benefit the people who are already wealthy. .

There was one other poignant moment at the end of our meeting. | asked Mr. O'Neil about his future plans. "l will stay in this jOb as long as
the president whnts me," he declared rather haughtily. He was completely unaware thai aswe spoke, Mr. Bush was rightly plotting to get rid
of him. Mr O'Neil had no idea the hatchet would soon fall. . .

That was Paul O' Nerl as Treasury secretary: clueless ml the bitter end.'And wuth his krss-and-tell escapade we might also say Paul O' Nerl
was classless tlll the bitter end. - _ . . L .

Stephen Moore i is presrdent of the Club for Growth,
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_ ‘:T state’s history.

N

h Governor, GOP Iegrslators betray voters ' . ,
BYL)NE By Stephen Moore and. Peter Ferrara SPECtAL TO THE WASHINGTON TIMES

""’ BODY: : : :
The Virginia legislature opens it 2004 session this week under the cloud of Gov. Mark Wamer s proposat for the largest tax i increase lI‘l the

The proposal ‘includes a 22 percent increase in the sales tax, from 4.5 percent to 5. 5 percent itincludes a 10 percent mcfease in the top
income tax rate in the state, from 5.75 percent to 6.25 percent . .

in the future, it would raise income taxes on seniors age 62 to 64, and on some semors 65 and over by ellmmatmg or reducmg current .
income exemptions for them It would also increase the cigaretie tax by 10 trmes and give jocal governments the authority to triple that.

The plan throws some bones to taxpayers. tike finishing the phase out of the car tax over an excessnvety long four more years. But overall the
plan would raise state taxes by a record $1 billion over the next budget cycle. ) )

The govemor says the tax increase is needed to cover continued budget shortfalls after recent severe budget cuts. Indeed, he has
- successfully sold thls Ilne to the weak Virginia media. .

_ But annual state spendmg has been increased by $2.5 billion since the govemor entered ofﬁce, not cut. The state budget is now at the -
- highest level i in history, up $6 billion, or 28 percent, over the last five years. .

Moreover; the governor now proposes with this budget a whopping 13.2 percent increase in thrs budget cycle over the Iast one Wuthout the
supposedly essentral $1 billion tax increase, state spendmg would still increase a way too hrgh 11.3 percent. .

Adoptmg the largest tax i mcrease in the history of Vrgmla 50 it can increase the next budget by 13.2 percent, instead of 11.3 percent would
be senous taxaholism. Obvrously, tax revenues are rising too rapidly and need to be cut not increased. _

The voters have already spoken, and overwhelmmgty re;ected the main revenue raiser in the govemor‘s package, the 22' percent sales tax -
increase. In November 2002, Northem Virginia voters rejected an increase half as large by a margin of 55 percent to 45 percent, even though
foolish business special interests spent $2.5 million to hoodwink voters into supporting the idea. In Tidewater, voters rejected the same
increase Mr. Warner now proposes by a.smashing 63 percent to 37 percent.

To come back now and ask the legislature to approve the same tax increase that voters in the two most populous, ‘and liberal, areas of the -
state recently rejected so decisively is a shocking display of anti-democratic arrogance by the governor, as well as deep taxaholism. Is
Virginia to be governed by the people, or by special interest, antr-democrauc elitists?

Mr. Warner clearly thmks the voters are too dumb for the tax issue to be subject to democracy. He deliberately waited until after the election
- to release his record tax-increase plan precisely to preclude voters from having a say in the matter. He even bragged to The Washmgton

Post about this anti-voter strategy.

This is the same Mr. Wamer who ran for governor in 2001 with a huge ad campaign saying he would never dream of ralsmg taxes, and that
his opponent Mark Earley, was a scumbag polmclan for even suggesting he would. He sees no dishonor in now proposing the Iargest tax
increase in the history of Virginia. The state is now all the way back to taxation without representatlon

“The sharply higher income tax and sales tax rates will prove to be powerful disincentives, discouraging increased saving, investment, job -
creation and economic growth in the state. The proposal will hit Northern Virginia, which has significantly higher incomes and sales per capita
‘than the rest of the state, the hardest. The region already gets back only 46 cents out of every dollar that goes to Rlchmond and this huge

tax increase will only make that worse.

But perhaps the region deserves that, with local leaders like Bill Lecos. president of the Fairfax Chamber of Commerce. Mr. Lecos is out




'vrgorously cheerleadnng for thls tax whacking of hrs_reguon and the very people he i |s paid to represent

- To Mr. Lecos, higher taxes and-government spendmg equals hlgher quality of life, even when the higher taxes are in Nonhern Vrrgrnla and

27844172740

the h:gher spending is in Roanoke Mr. Lecos should be managing the Howard Dean, campargn inthe state. . - -
With Repubhcans firmly in control of the legislature, the governor's proposal should already be dead. But a cabal of Senate Republlcans Ied
by Finance Commrtlee Charrman John Chrchester support a slmllar tax mcrease package.
Any Republrcan who votes for the record tax increases proposed by enher Mr. Warner or Mr. Chichester will have a scarlet T emblazoned on
his or her forehead for the next 10 years. The taxpayer groups will have a concrete, critical vote to prove to constituents tha their supposedly
Republican representative is actually a taxaholic Howard Dean: llberal These Scarlel T Repubhcans can expeci a primary challenge every
election until they are out of the legrslature . g .

‘U

Grassroots Republicans and taxpayers are entitied to fight for what they believe in and agarnsl whal they don‘t And what they beheve inis- -

-maxrmrzmg taxpayer freedom and overall economrc prosperity, not Swedlsh soclalrsm

Stephen Moore is president of the Club for Growth, and Peter Ferrara is president of the' Virginia Club for Growlh.
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< HEADLINE Hidden snares in health care

o
NBYLINE By Stephen Moore, SPECIAL TO THE WASHINGTON TIMES

™ sopy: L L ' -
;:'; We are in the 11th hour of an eplc heallh-care debate on Capltol Hill that could shape the health-care industry for years. even decades to
< come: . _ )
¢ By all expectatlons this new prescription drug bill for seniors will be the Iargest expanslon in the'federal role in health care in many moons
. But if this bill carries with it a package of free-market reforms to the health-care system, all is not lost. In facl the long-run efﬁclency of the.

¢ health-care market may be radically improved.

A handful of Republican conservative crusaders in the House led by Pat Toomey of Pennsylvama and Paul Ryan of Wisconsin are working:
to guarantee that free-market reforms llke Health Care Savings Accounts [HSAs] are |ncluded in any prescription drug bill.

They are facing tough, but nol |mposs1ble odds. The Whlle House prefers-a market-based system, but it also desperately wants a bill the
president can sign into law before the next election. Meanwhile, Ted Kennedy-led Democrats have almost all pledged a blood oath to oppose
any bill that even has the hint of free markets, They won't allow any initiatives that would collide with the left's grand vision ofa soclallzed
health-care system - which is the liberal's loony notion of medloal-care utopia. .

Today, health care ls-arguably the most dysfunctional industry in America. Why? 'Because in health care the magic of markets are not
permitted to operate efficiently, in fact, hardly at all. Government has ruined our health-care system; more government will not fix it.

One of the repercussions of the government's dominating role in health care has been to cause hyper-infiation in costs. In the last three
years, aoc‘.ordmg to the Labor Department, employer-covered health costs have risen by 14 percent, 12.5.percent, and 13.9 percent [see
chart). This is in an era when overall infiation in the economy has not grown atall, and in fact most consumer—dnven |ndustnes have been
characterized by decllmng costs and pnoes

Today, the average annual cost for health insurance for a family is an astomshmg $9,088 for a famnly of four. In just five years, heaith oosts

~ have doubled fqr families. The cost increases are making medical services increasingly unafiordable for employers and for families. This is
the reason the ranks of the uninsured is surging in America today. Health care is just unaffordable.to a growing number of families. Soaﬂng
health-care costs are also a major reason why so many states are broke today [Medicaid expenses] and why the federal govemment is’
funning huge deficits [Medicare]. . .

The govemment-run health-care programs of Medicare and Medicaid operate on a monopoly basis with almost no forces of oompetmon to
drive down costs Medicare and Medicaid exhlbrt all the efficiencies and consumer-driven innovation of the U.S. Postal Service.

fronically, moving toward a free-market health-care system will do far more to reduce out-of-pocket costs for seniors than prov;dmg a
subsidized drug benefit. In fact, the Medicare prescription drug bill may not be the polmcal savior that Republicans and the Bush White

House seem to think it is.

Thatis true for two reasons. First, semors will have to pay as much as $600 a year for the benefit. it's not free. Second, the Hentage
Foundation reports that as many as half of all seniors with existing prescription drug insurance may lose that insurance and be thrust into the -
government program. As such, many seniors may end up with worse drug coverage than they already have. They aren't likely to be happy
campers, if that's the case - and they may take their anger out on Republicans. This is very thin political ice the GOP is treading on.

Ted Kennedy and Tom Daschle want a plan that is designed to fail and antagonize seniors, who will then vote Republicans out of office. This
is where Reps. Ryan of Wisconsin and- Toomey of Pennsylvania come in.

" Mr. Toomey, Mr. Ryan and thelr conservative colleagues say they will not vote for a prescription drug bill that does not install free-market
reforms in the health care and Medicare programs. They have insisted lhat any Medicare bill oontam three- must-pass provusnons

[1] A requirement that Medicare compete with private insurers after the year 2010 so taxpayer costs will be driven down through the benign




, their individual needs and control costs. . . e e

forces of competrtlon

oy -

il Universal health-care savings accounts to give' health-care consumers more optlons in choosmg health plans and coverage that meet

[3] A cost-control feature in the brll that guarantees the price tag will not exceed $400 billion over 10 years

By far, the most vital of these reforms is the [HSAs] HSAs are like tax-free IRAs where the money rs stored in the account to pay for health
expenses. If the family incurs a medlcal cost, it pays out of the account. . . :

If the famrly does not incur expenses of $3,000 or more dunng,me year it gets to keep the money not spent and roll it lnto ] regular individual
retirement account [IRA] These HSAs already exist on a limited basls-and are cutting health-care costs dramatically .

",
For example,.one study by the Reason Foundatron recently found MSAs combined wrth a wtastrophlc coverage plan could save the typml
 family about $2,000-a year on health costs compared to conventionalinsurance. In other words, the MSA plan could cut health care costs by

. 20 percent or more while providing more comprehensive coverage. That would make private health coverage far more. affordable for famllles

e
s

27038431727 ¢

and give families far more choices in their health-care providers than is currently allowed.

Consumer choice and competltlon are the pillars of an cost-effectrve health care system, and thus are preclsely the ldeas that glve Ted
Kennedy heanburn . , ]

If Republicans enact a Medicare prescrlptlon drug blll they should do so only with-a reform package that gradually gets the govemment out

of health care and restores market discipline to thls industry. That begins with the universal MSA provision - the perfect antidote to socialized

medicine.

Conversely, if the presrdent and Republican leaders i in Congress rgnore the Pat Toomey and Paul Ryan lree-market coalition and instepd
pass a bill that makes nice with the Kennedy Democrats, they further wrll injure the health-care system to provrde a $400 brllron drug b{neﬁt

many retirees don't even. want
Inciting the wrath of seniors and taxpayers is no way to go into a cntncal electron season

Stephen Moore is president of the Club for Growth.
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:" We have just closed the books on fiscal 2003, and all that can be said is: Good riddance This was one of the worst years for fi scal )
“I conservatives in many moons: The federal budget grew by more than $150 billion - more than twrce as much as any year that Bill Clinton was

i 5T in the White House - and deficit spending eclipsed $300 billion, & 10-year high.

I=]
P Thls Republlcan Congress is spending at a faster pace than any Congress smce before the days of Woodstock and the Miracle Mets

N Milton Friedman, the revered Nobel Pnze-wunnmg economist, declares this unbridled spendlng is the slngle greatest deterrent to faster
economic growth in the United States today." . .

Another Nobel Prize economist, James Buchanan, worries that by atlowmg govemment to grow so rapidly ahead of the pace of the private
sector, we are "kllllng the goose of free enterprise that lays the golden eggs.” . .

And Repubhcans are joining Democrats in the slaymg

A new Institute for Policy Innovation report chronicles the budget orgy. "What we have in Washington today,” it glumly notes; "is a bipartisan
fiscal cop-out. No one in Congress or the executive branch has insisted that federal tax dollars be spent judiciously.” Yet, examples of waste
and fraud in the federal budget have reached gargantuan proportions. Here are some recent examples that incite only yawns from

.'Washington pollcyrnakers

* The Geheral Accounting Office [GAQ] recently found that the Pentagon "reported an estimated $22 billion in disbursements that it has been
unable to match with corresponding obligations." in other words, the Pentagon somehow lost track of what happened to the ‘money.

* An audit of Medlcare dlsoovered the federal govemment made s12 5 billion in erroneous. payments in ﬁsoal 2001.

® The food stamp program routinely sends out food vouchers to ineligible families. It's difficult to estimate the amount of waste here the last .
couple of years, because the federal government recently loosened the state reporting requrrements substantially. In 2000 the last year that -
estimates were provided, rmproper food stamp payments cost more than $1 billion. :

*The U.S. Department of Commerce spent tens of millions of dollars on Advanced Technology Program grants to just 10 compames from
1990-96. These firms had combined profits over that period of $31 biltion.

® The GAOQ estimated that $6 out of every $10 spent on Superfund is used for purposes other than toxic waste cleanup The money is spent
on bureaucracy, like secretaries, Iaboratory work, and office expenses Superfund money is supposed to spent on cleaning up waste, not
creating more of it.

. * The U.S.Office of Management and Budget recentty discovered most programs don'tdo what they are created to do. According to the OMB
performance assessments of 230 programs, 5 percent of the agencies were rated ineffective and 50.4 percent of the programs were rated A
' "results not demonstrated.” If programs cannot demonstrate resuits, why fund them? .

]

The chart shows it took Congress 101 years to spend its first $500 billion dollars. But it took just 10 years to spend the next $500 billion; and
now just four years to spend the last $500 billion. . 4 .

‘Government agencies ought to have a.natural life cycle, just as private firms do. Private companies are launched; [hopefully] go through a
phase of rapid growth and profitability, and eventually enter a period of retrenchment and demise. The fact Congress never puts government
agencnes through this last phase of life is a major reason pubtlc agencies are so bulky and unproductive. They become money-suckmg

vampires that just won't die.

For example, Amtrak was supposed to be made financially self-sufﬁcient, no longer requiring taxpayer subsu’dies, by 2002. In 2000, it only




reduced its budget gap by $5 million, leaving it $281 million short of paying its own bills. Last year, it was technically bankrupt. By law,
Amtrak’s assets should have been liquidated more than a year ago, but rt keeps rolling along, burning tax dollars along the way

'+, Runaway entrtlement programs created America's budget crisis, s0 naturally Congress wants fo.create new ones. The Medicare’ prescnptron
drug benefit President Bush requested in his 2004 budget cost $400 billion over the next 10 years - almost double the prrce tag Bru Clinton
recommended Yet; Democrats are arguing that the Bush plan.is too skimpy: .

They are pushing for a staggenng $700 billion plan and threatenrng to vote agamst final passage because it spends too httle

Republicans have almost all of the levers of power in Washrngton ‘. Co Cn ' ‘.

They've proven they can cut taxes. But they have also proven mcapab]e of cutting fat otit of the budget and of settrng spending pnorrtres
Instead we.get more - of everything. Conservative Republican Rep. Mrhe Pence of indiana he. recently complained: "I came here to
Washington to get the government under control But every vote we' ve ‘had has made government bigger. We rarely if ever vote to make

‘ government smaller.” - :

,- . Republicans need to realize Miiton Friedman is nght that the GOP's proﬂrgacy is the brggest danger to our economy It is also the greatest
danger to the GOP's palitical survival. ) .

%I Stephen Moore is a senior fellow a_t the Cato,lnstitutejand presiden‘t of the Club for Growth.
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The biggest winner in the historic recall election held this week in California was not Amold Schwarzenegger, ‘but rather the citizens of
California. Millions of California voters have exercrsed their right to remove an rncompetem and oorrupt governor. Three cheers for

democracy . _ N

The scandal is that less than half the states give voters the nght to recall therr elected officials. We think this should be made a basrc right of
voters in all states and at the federal level Recall is the ultimate voter safeguard to keep politicians honest and accountable..

This isn't the way the left sees it at all. The Los Angeles Ti Tmes argued that the recall is "baldly partisan, threatens polrtral civility that ,all_owe

" democracy to work, has become a circus that mocks the electoral process, and is inherently undemocratic.” But what in the world is

undemocratic about a citizen-driven movement [2 mrllron Californians srgned petrtrons for the recall], that engaged and energized voters
across the state’ _

Why should politicians be “entitied” to a full four years in office if they are not performrng‘7 If corporate CEOs run therr business into the
ground, they don't get to stay in their jOb for aterm in ofﬁce 1t would be a breach of ﬁducrary duty of a board not to depose an incompetent

. CEO

_Well, Gray Davis was the de facto CEO of Califomia, the sixth-largest ﬁnancral emrty inthe world The economy cratered. The voters had a:
: ﬁducrary dury to oust Mr. Davis as they drd .

One gro&rp called Republicans Agarnst the Recall complained that the recall is a "weapon of mass political destruction. The recall will seta
terrible precedent. Soon labor unions and environmentalists will be trying to recall Republicans." Good. Many Republicans should be recalled
from office. In Nevada, voters are attempting to recall their Republican governor, Kenny Guinn, for raising taxes after he had promised not to.

Good move. Rewlls are the ultimate shock therapy that empowers voters to impose discipline and accountability on polrlrcrans We need
more such mechanrsms not fewer. .

The recall pmoedure is a political refcrm that came out of the progressrve era of Amermn politics. It was designed to wresﬂe control of the
political process away from entrenched special interests and politicians who had been bought off by them. But now commentators want the
politicians to be immune from voter drsapproval David Broder of The Washington Post recently moaned: "The recall is the byproduct of
almost everything that has gone wrong in our political system. Partisan excess, rampant personal ambition, dereliction of leadership, media
inattention, phony populism and as usual, the rnﬂuence of money all are part of this nearly unprecedented perversion of representative

government "

How in the world is what occurred in California "phony populrsm?" For years and years liberal politrcal analysts such as Mr. .Broder have been. .

bemoaning voter apathy and disengagement from polmcs Here millions of voters mobilized in record numbers in California to change the

. way their government is being operated, and the exercise is being denounced as a circus. No wonder voters are cynical.

Today only 15 states allow citizens to recall their politicians for incompetence, criminal behavior or other mrsdeeds in off ice. This allows the -
voters to rebel peacefully against political arrogance and misconduct.

This is a commonsense voter disciplining measure to keep the politicians accountable tothe people who put them in office. The natron needs
more such mechanisms to ensure accountability, not fewer. _ .

We believe that every state should have empower their citizens with thrée basic rights as voters: referendum, initiative and recall.

These measures each put power into the hands of voters at a time when politicians, bought off by trial lawyers, unions or busrness interests, -

refuse to put the public interest first.




We also favor a consmuuonal amendment to permit voters in states and oongresswnal drstncts to recall their congressnonal representatlves
in Washington. That would make members of Congress stop and think before lhey run $500 billion budget deficits, vote themselves -

-'preposterous pay raises, kite checks from the congressional bank, and engage in other mischief.

Thomas Jéfferson had it exactly nght when he once declared: "A little rebelhon now and then is a good thmg " That is what happengd in

California. With a bigger budget deficit than all the other 49 states combined, the political system in Sacramento heeded a good shake-up
Too bad so few states allow this peaceful form of rebellion to take place through the power of recall. X o

Stephen Moore is presndent 6f the Club for Growth Paul Jacob is pres:dept of Citizens in Charge which promotes the voter referendum and

~ initiative process. o S

LOAD-DATE: October 9, 2003 . : o .
' Cogyngh 1 © 2005 LexisNexis, a division of Reed Elsewer Inc. All rights reserved
Your use. of this service is governed by Terms & Conditions . Please review them. -




T
P
e~
.
~y

Rr
G
[
o~

Docurnent_l.inks: S o S .
" Start of Document . " . o ,

SECTION: , o _
LENGTH: . - ) T gy o . ' ] .

HEADLINE: . : : . : S o : .
BYLINE: ' : ', . _ ) o ;
BODY: . T -
LOAD-DATE: _ : . S .

Copynght 2003 News World Commumcatrons lnc.'- B . ', .
The Washlnglon Times .
- August 31, 2003, Sunday, Final Edition_
SECTION: COMMENTARY; Pg. BO1 ' "
LENGTH: 593 words
HEADLINE: Recalbrating the gas gaoge L . o . ' _ '
BYl.lNE: By Serheh Moore and Phil Kerpen, SPE_CIAL TO THE'WASl-l!lNGTON TIMES - .

‘BODY:’

With arrival of the Labor Day weekend and-gas prices reaching $1. 79a gallon in many markets and even topping $2 00a gallon for premlum
unleaded, newspapers have been full of headlines about "record pnces o )

But the talk about record highs i is based on a common economic fallacy - a failure to adjust for inflation over time. General |nﬂat|on raises the
overall level of prices throughout the economy. The real issue is whether gasoline prices are rising relative to the other cdsts of goods and
services. And if we measure energy and gas prices correctly. we find that gasoline, although the price has risen by more than 20 percenl in.

recent weeks, is still affordable in historical terms.

The Energy Information Administration reports gasolme prices in both nominal and real terms. The real prioes are adjusted for the effects of
inflation by applying the |mpl|cn gross domestic product [GDP] price deflators to compare prices in constant 1996 dollars. As the chart shows,
the current "record hlgh“ price is quite moderate by historical standards. We had higher retail gasollne prices as recenlly as 1985, and

slgmﬁcantly higher prices from 1979 to the mid 1980s .

The late Jullan Simon, a Cato Institute adjunct scholar was famous for leachmg us that it is most |mponant to look-at the very long-term’

- trends in prices of natural resources, if one wants to make predictions about the future. Here is what his long-term data on energy and gas

prices teils us. Gasoline prices paid at the pump have been on a steady rate of decline since the 1920s, with.the obvious exceptlon of the

. 1970s, when we faced an embargo by the Organization of Petroleum Exporting Countries and gasolrne lines.

In 1920, the real price of gas [excluding taxes) was twice as high as today. If the price of gasollne relative to wages were comparable today to -

what theywere in 1920, we would be paying almost $10 a gallon for gas [See "The State of Humanlty." by Julian Simon, Blackwell
Publlshers 1995 Chapter 28.)

The same is true, by the way, for the cost of electricity and oil. Oilis sllghtly cheaper today adjusted for wage growth than it was 50 years ago
and § times cheaper than 100 years ago. Eleclnclty in to our homes is about one-half as expensive as 50 years ago, and desprte the recent -
black outs, the service is more, not less reliable. ) .

Time magazine recently publisheo a major story w_eming that the world is running out of energy. The authors of that story, Donald Barlettand-
-James Steele, are completely misinformed..Given new technologies in the energy industry and the new oil deposits being found in Russia

and other nations around the world, the likelihood is that prices of gasoline, oil and electricity will fall throughout the 24st century, just as they
did in the 20th. If Julian Simon were still alive, he would gladly bet Mr. Barlett and Mr. Steele or any other pessmsts a tldy sum that prioes ’
will fall not nse over time. He has at least 100 years of hnstory on his side. And he never lost a bet.

One last word on the rising cost of gasolme American motorists should be mlghty pleased that the United States doés not adopt the
economically dysfunctnonal hlgh-energy tax policies that are commonplaoe in Europe. There, gasoline often reaches $4 a gallon with more
than haif the price coliected in taxes. Perhaps $2 a gallon gasoline is a bargain. after all. ,

Stephen Moore i is a senior feliow with the Cato Institute. Phil Kerpen is a research assistant with the Club for Growth..
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The latest GDP report of 2.4 percent real growth in the second quarter of this yearrs good news for the Amencan economy and reduces
fears of a dreaded double-dip recession. Caroline Baum of Bloomberg notes that this stronger-than—expected GDP growth confounded most *
economrsts who had been much less bullish on the U S. economy. .

There were nuggets of good news in the Commerce Department report: anate domestlc investment is up, ‘and equipment and software
purchases increased a solid 71/2 percent, the larges! increase since 2000, signaling that perhaps the long-awaited supply-side recovery is .
now under way. Combined with strong demand grow(h of 3.3 percent, the economy seems on the verge of an accelerated recovery. :

But the bad news is that GDP itself is still a grossly mrsleadrng way of measunng the state of the nahonal economy, as eoonomrst Lawrence

Kudiow had pointed out many tlmes on these pages

The headlme—grabbrng number of 2.4 percent growth, rmmedrately applauded throughout the media as strong, is about double the real rate
that the private economy grew. While the private economy grew at about 1.3 percent, the federal government component of GDP increased
by a staggering 25 percent, the largest quarterly increase in more than three decades. The increase was due almost.entirely to the high cost

. of the wer in Iraq. But even domestic agencies saw growth in their budgets far surpassing private sector growth.

_ The important word here is "cost.” Wars are a cost, not an asset.

You fight wars because you have to - because there are bad people in the world. But to suggest the war was good for the economy would be -
as drmwhted as suggesting Saddam Hussein deserves a medal of honor for helping revive the U.S. economy.

Defending U.S. interests militarily is a legitimate and necessary function of govemment, but it eats up resources and reduces growth; rather
than enhancing it. So to a large extent, the growth reported this past quarter is a statistical mirage. The way we currently measure GDP
makes billions of dollars spent look on miilitary expendrtures look like productive economic activity.

We should stop counting government growth in GDP. John Maynard Keynes was wrong, after all, when he said govemment spendrng
stimulates a strong economy.

We now know government growth does not enhance a free market economy; it crowds out productive private enterprise and production of
wealth-enhancing goods and services. This convention of counting government spending as an asset rather than a liability creates the
iflusion that bigger government means more prosperity. Where on Earth has that ever been the case" Certainly not the formerU.S.S.R., East
Germany, Japan or Argentina.

The dramatic expansion of govemment we have seen in the United States over the past century no doubt had some positive benefits. The
government builds roads and schools and spends money on our national defense and police and fire service. The problem is that many of
the goods produced in the public sector add little value to the wealth of the citizenry. These are goods and services demanded by polrtrcrans
not by willing consumers in the free marketplace.

The real resources in the economy captured by government for additional public sector spending can only come from three sources: taxes,
debt or inflation. The build-up of any one of these funding sources can have influenza effects on a capitalistic economy. In the 1970s, all
three accelerated at once, and the U.S: industrial economy collapsed until rescued by Ronald Reagan's supply-side and lrmrted-govemment
ideas.

In 2001 and 2002, the govemmeiit component of GDP was growing about 4 percent yearly, whereas private businesses increased their

-output by less than 1 percent. Since most Americans are employed by private businesses, not government, and since more than half of .

American workers are also stockholders and thus owners of the pnvate-sector corporations in America, the growth -of government does not
make Amenca s workers feel more prosperous in any way :




Continual growth in government, one of the key components of GDP,,probably does'more harm than good for our private-sectoi'-driven
high-technology economy. Government growth does not drive produt‘:tlvity It does not rally the stock market. it does not put more Americans

" to work [unless they work for the governmem itself]. And it does not raise incomes of workers [m fact, because it neoessnates hlgher taxes, |t
: reduces Iake—home payl. . . .

Here is our proposal: The convenhonal GDP numbers should be replaced with anate-Sector GDP. Private-Sector GDP would omlt
government spending from the calculations. This would allow us to measure how much the market-based economy is expanding over time.
By excluding government spending, no longer would economists and pohcymakers automatlcauy assume the Keynesnan theory that
increasing govemment spending increases economic output. - - , .

Let's measure GDP correctly. Activities that add to wealth should be included; expendntures that reduce wealth excluded Soity, but when we
calculate economic growth correctly, our performance is still underwheimmg We would make the case that the single most productive thing
Congress could do to revive prosperity and jobs would be to cut governmem spending as much as possible. By all means, bring a chain saw. .-

But this advice is exactly the exaclly the opposite of what the GDP calulators would tell us to do. The New York Times just published a Page

" One story arguing that the reduction in state and local government spending this year is having a contractionary effect on the U.S. economy
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Here we have the perfect example of how statlstlcs lie and liars figure.

Stephen Moore is presldent of the Club for Growth. Phil Kerpen is a research assmam at the Club for Growth
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Fmally, some overdue good news for workers Your paychecks are genlng h:gher ‘thanks to the recently passed Bush tax cut.

The new tax cut officlally took effect July 1. This means that the typical, mlddle mcome worklng famlly with two or more chuldren will save more.
than $1,200 on federal income taxes thrs year. ’ . : _ ,

Unfortunately. the Democrats are already trying to snatch this money away by canoelmg the tax cut. At least four of the presndentlal
wannabes in the Democratic field say they want the tax cut repealed even before workers get a penny of rellef So much for the pro-worker -

Democratic agenda.

Here's more good news: Thie stock market has risen almost 10 percent since the tax cut passed. This increase in stock values has increased
Americans' wealth by almost $1 trillion already. The cuts in the capital gains tax and the dividends tax [to a 15 percent rate for each] has
made stock ownershlp more valuable, and shareholders are reaping big monetary gains. So a tax cut of $350 billion has already caused
asset values to rise by nearly three hmes that amount That's one heck of a return on investment.

- This mini-rally of the stock market is exactly what advocates of President Bush's tax cut predlcted We argued that the reduction in the

income tax rates and the dividend and capital gains taxes would stimulate the economy almost immediately by reversing the stock market

. decline and increasing the after-tax value of equities.

Mr. Bush's opponents not only dismissed the case for an lmproved stock market they projected that Ihe Bush tax cut would harm the

eoonomy ‘by jacking up long-term interest rates. Democratic Senator Kent Conrad of North Dakota moaned that the Bush economic plan
would " ralse |nterest rates, crowd out private sector investment and slow long-term eoonomrc growth " N

Mr. Conrad and other critics have been wrong on all counts. i is true that the overall economyis stilt growmg too slowly. But from the time the
tax cut was passed through July 12, the Wilshire 5000 index rose from 8,773 to 9800, a 9.2 percent gain. The NASDAQ is up even more,
14.2 percent. aecause 52 percent of Americans own stock the wealth effect of this market rise has been broadly dlstnbuted to income

groups..

-Nowitis undemably true that hundreds of factors impact the stock market other than taxes. “The stock market could easny capsize again next

week, and the Dow Jones could tumble again. But so far at least, the stock market as a whole seems to like the tax cut as much as
investor-class volers do. .

Here is what is even more impressive. Interest rates have not risen. They have fallen m'response to the tax cut. In fact, just a few weeks ago
the mortgage interest rate slid to below 5 percent for the first time since before Elvis Presiey dned The average home mortgage rate has
fallen by some 20 basis pomts since the middle of May :

" The tax cut probably did not cause the interest rates to fall, but these numbers are the equwalent of a Boston cream ple in the face of the

tax-cut skeptics who predicted soaring interest rates that would burden homeowners and small businesses. It is worth noting here that in the
1980s the antr-Reagan skeptrcs also said that tax cuts would cause higher inflation and higher interest rates, and both feli by half dunng his .

presidency.

So the Bush tax cut is not just putting more money into workers' pockets, it's helping their IRAs and 401k retirement plans rebuild wealth that
has been lost since 2000. That's a supersrzed payoff from a tax cut that is only two months old. _

Mr. Bush is developing one of Ronald Reagan's most endearing qualities: Both on military and domestic policy, he is time and again proving

" his staunchest and most self-righteous critics on the left dead wrong.

No wonder they don't like him or his policies.




Stephen Moore is president of the Club for Growth.-
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%y Deregulation has been one of the great public pohcy success stories over the past quarter century Consumers have been the blg winners

" gy through lower prices and more choices. The lifting of federal airline ticket price regulations in the late 1970s ushered in the modem era of

affordable discount airline travel. Tickets for flying between major cities can be bought today at about half.the cost of what airlines charged 20

ey years ago. _ .

l
|

[ ™

! Snmrlarly, Ronald Reagan's first official act as presrdent was the deregulation of the oil |ndustry in 1981. With a stroke of a pen, the energy
crisis and the gasolme lines of the 1970s vanished. As a consequence of ending price controls for -oil, the |nﬂation-adjusted pnoe to fill up
your gas tank is far lower today than it was in the 1970s..

- But we have learned another lesson about deregulation in recent times, too When Congress or state lawmakers botch the plan - when they
engage in phony deregulation schemes - things can go catastrophlcauy wrong.

That's precisely what happened in California during the mfamous electricity blackouts and skyrocketing prices last year Dunng the worst.
stage of the electric power shortage, California homeowners and businesses had to ration their electricity use, dim the lights and turn off their

" air conditioners. A basic service that we as Americans take completely for granted - the cheap and uninterrupted access to electric power for
light, for heat, for running our computers, powering our hair dryers and dishwashers, and for accessing the Intemet - was suddenly a scarce .,
-commodity. Electric utility prices skyrocketed because the Cahfomla legislature implemented a tragrcally flawed electnc power restructuring
plan. .

To fix thesmess, Californian taxpayers got stuck with a multibillion dollar bailout bill that has made the most alarming state fiscal debt crisis m
_history even worse. Oops. o _ _ ) . o

Next week, Congress will vote on a new electricity reregulation scheme that could duplicate the anti-consumer mess we just witnessed in
Sacramento. Uncle Sam's energy regulators want to establish a new Rubiks' cube plan for electricity markets, which would impose vast new
federal controi ever state and local electric utilities. The plan hopes to lower prices and expand efficiency of the national electricity market by
requiring private power-generatmg companies across the country to come under the authonty of newly created Regional Transmission _
Organlzatrons

Washington regulators at the Federal Energy Regulatory Commission [FERC] who contrived thrs new federal power grab - no pun intended -
falsely label their plan a form of pro-competition deregulation. That's a stretch to say the least. Deregulation should not require 603 pages of
new rules. . .

It should not cost $750 million to implement. And if this is deregulation, why does the flow chart of this organizational redesign make the 1883

Hillary Rodham Clinton socialized medicine plan seem sane and comprehensible by comparison.

The new scheme also appears to create clearly definable winners and losers - and it should be no surprise that the winners are the politically

powerful states. Places like New Mexico, Arizona, Colorado, Idaho and many Southern states are expected to see utility prices rise under this

beggar thy neighbor scheme, while more of their power gets exported to the major power usmg centers like Califomia, New York and
Chicago.

What is unexplainable about this new spider web regulatory scheme is what the policy problem is here that Congress is trying to solve. For -
years and years, electricity prices have been falling in the United States. This is precisely what the Department of Energy concedes, when it
recently noted that over the past century, "the electric power industry has generally been marked by substantial growth in capacity and
.generation and dramatic declines in price.” A Cato Institute report finds that the average household pays less than one-third in wage-adjusted
prices for electricity today as did the equivalent household in 1950,

Supporters of the new federalization idea hope that it will reduce utility costs by $1 billion annually. But Thomas Lenard, the respected energy
analyst at the Progress and Freedom Foundation, notes that the overall production capacity of electricity could easily fall under this new plan




because of the added risk element to new investment from this new untested regulatory regime. That would mean hrgher, not, Iower utrllty

prices. Mr. Lenard's warning is worth repeating and demands the upright attention of Congress "If- FERC continues on its current path, the
: Cahfornra eleclricity mistake will be repeated at the federai level, and the next electricity crisis may affect the entire natron : .

That woutcfchase Repubhcans out of office en masse.

Congress should reject the new federal reregulation of electricity markets. Yes. the etectncrty markets should be fully deregulated but
dereguiated the right way. That would mean precisely the opposite of what (;ongress is considering and what Cahforma trlpped over m reoent

months. ,
Deregutatron means that the federal regulatory apparatus is drsmantled not empowered. As Mr Reagan proved true dereguiation does not -

L '

require 600 pages of new law; it just requrres a stroke of the pen. -
Stephen Moore is president of the Club for Growth,
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Victory on the tax bili is so close now that taxpayers and investors can taste it. Let S just hope that Republicans don‘l ﬁnd a way to snatch

defeat out of the jaws of victory. As one influéntial Senate aide confided to me yesterday. "We're very close to winning, but don't forget, we're
the _panty that has a tendency to shake salt on our pudding ple v

One strong confirmation of the extent of the vnctory for tax cutters last week in the Senate is that the left has gone apoplectic over the tax b|||

that passed by 2 votes. One of my common TV and radio sparring partners, a former Clinton administation“economist, moaned the other day'

"This was a complete victory.for your side. There is no way to sugar coat this setback.for the Democrats Congratulatlons

Even better news comes from Monday’s Wall Street Journal The front page story screams: "Tax Cuts Are Blgger Than They Look in
Budget "o

Ahh, music to my ears. Here is what has the Journal's reporters all worked up in a frenzy: "The tax cut approved by the Senate would repeal

the tax that shareholders pay on dividends. It would allow investors 1o shield half their dividends from income taxes this year and all dividends -

for-the next three years. [Hooray.) After that, the dividend tax would return in full.”

Now here is my favonte part: "But neither friends nor foes of the dividend tax expect Congress to reinstate the tax in 2007." If the dwndend tax
- is permanently repealed, the feal price tag of the tax bill is at least $700 billion. .

Getting the dividend tax to zero, if even for three years, is a very big deal. If you had asked me at the beglnnmg of the year, what are the
chances'of getting 51 votes in the Senate for a full elimination of the dividend tax in the United States, | would have said about the same
likelihood that the Cubs and Whlte Sox will meet in the World Series [whnch Vegas oddmakers say isa1in 1,000 longshot] Well, we justhit

" the jackpot.

So what do House and Senate negohators need to do now to take the best of both bills and pass a truly heroic and hisloric pro-growth tax
bz " )

‘Three things: .

1. Eliminate the nasty tax increases in the Senate bill. The Seriate bill contains $70 billion in tax increases on Americans workers and
companies dolng business in foreign countries. These provisions are ill-designed and economically unjustified. Republuzns should not be in
the game of ransnng taxes on anyone. The House should work to pare down the size of these tax hnke offsets. .

2. Provide tax relief, not $20 billion in handouts to the states. The tax cut is the best relief that Uncle Sam can possibly give to the fiscally

strapped states. Sending $350 billion back to state taxpayers is a powerful stimulant to local economies. Moreover, states should cut back on -

their spending during these tough times afier a decade of rampaging spending by governors. Most states doubled Atheir budgets over the past
10 years. The last thing they need is free money from Congress to continue on with the spending spree. And what is the logic of Congress
taking money from a person living in lowa bringing it to Washington, then sending it back to lowa? Why not cut taxes at the federal level as
much as possible and let iowans raise their own taxes if need be? -.

3.To provide more economic punch to the tax bill, cut the capital gains tax, too. The Bush plan provided a capital gains tax for those who
own stock in companles that retain earnings. The House bill cuts the capital gains tax to 16 percent. The Senate bill has neither provision.

The evidence is clear that when we cut the capital gains tax, the stock market rises and capital gains revenues rise. This tax bill needs to cut _

the dividend and the capital gains taxes. -

s The House and Senate have now passed tax bills that are both explosnvely pro-growth and a major step forward in the never-ending batlle to
. reform the tax system. One of the nation's top economists, Brian Wesbury of Griffin, Kubik and Stephens of Chicago, says thls tax bill could

turn out to be "the best pro-growth tax bill since the Reagan tax cut in 1981."
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He also predlcts that |f a tax bill with the positive features or the. House and Senate versions passes, we. could see a strong economlc and.
_stock market recovery starung m the second half of 2003 and right 1hrough :2004. Republicans should like that scenario.

"oof course, the gamble is that once we get the dlwdend tax down to zero, that no one in Washington would actually befoollsh enough to
propose raising it back up to 35 percent in 2007. Of course, you can make a lot of money gambling that Congress will do monumentally
stupid things, but in this case | agree with the Wall Street Journal assessment that when we get to zero, we will slay there. T

If the tax cutters prevail, in )ust three years President Bush will have succeeded in ehmmatmg the death tax and the dnwdend lax while
lowering the top tax rate from 40 percent to 35 percent One step-ata tlme, this president is taklng us down the palh to the promlsed fand of a

" simple, fair and pro-growth flat tax. o ,

Shhh. Don't tell anyone.
Stephen Moore is president of the Club for Growth.
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The other day Massamusetts Democratlc Sen. Edward M. Kennedy was asked by a reporter why he opposes Presldent Bushs tax cut when

his brother, President Kennedy. advocated an even greater percentage cut 40 years ago.

Back in 1963, Kennedy cut income taxes by 30 percent and the economy soared, and how, course, Mr. Bush wants to do, somethmg srmllar
Here was part of Mr. Kennedys resporse to the apparent contradiction: "The tax lawsat that time were 90 percent on mcome They were

effectively confiscatory.”

Hold the phones, folks. We now have one of the most Ilberal members of Congress concedi'ng that tax rates above 90 percent are
confiscatory. At a 90 percent tax rate, the worker or investor gets to keep 10 cents for every additional dollar earned, and the govemment

_snares 90 percent. Yes, we -can now all agree. that such a policy is conﬁscatron

What, one naturally wonders, do Mr. Kennedy and other liberals think of an 80 percent tax ora 70 percent tax. Is that rate of tax excessive?
Where exactly do we draw the line between tax farrness and -a tax mugging? Could we all agree at a minimum that any tax of over 50 percent

is unfairly confi scatory"

It may surprrse Mr. Kennedy to learn that thanks to the many layers of tax we impose on Americans who engage inthe vrnuous behavrcr of
.saving money, these savers often face an effective tax rate that can reach 70, 80 and even 80 percent. This happens because the IRS -
: rmposes multiple layers of cascading taxes on the same dollar that is saved. These taxes include the income tax, the capltal galns tax the

interest uecome tax, the corporate tax and then finally the death tax.
Consrder the dividend tax, which is the mam subject of the Bush tax cut plan Some people like Warren Buffet complain that it is unfair to cut

‘the tax on dividends for rich people like him. [He is free not to take the tax cut if he doesn't want it.] In any case, many- millions of Américans.

not nearly as rich as Mr. Buffet pay taxes twice for dividends. The company must pay a 35 percent tax on the profits that it eams and then if -
that after-tax money is paid to the shareholders in a dividend, they get smacked with a tax as high as 38 percent That's a 73 percent taxon -

dividends.

Aha, here we have a conﬁscatory rate of tax on owners of stock And as such, |sn't Mr. Bush then right to call for the end of thrs double—tax on
tax falrness grounds alone? . .

Most Americans would say yes. Polls over the past 10 years have consrstently found that the majority of Americans think that no famlly in the
United States should have to pay more than 25 percent of its income in taxes. As the Wall Street Journal has pointed out in reviewing these
polis, the 25 percent cap includes all taxes: sales taxes, property taxes, payroll taxes, income taxes, cigarette taxes, business taxes, car
taxes, you name'it. The government is not welcome to more than one-fourth, no matter whether we are talking about Bill Gates or the janitor

" who cleans Bill Gates' office at night. '
* The left In the United States de_ﬂnes "tax faimess" as soak the rich. If Britney Spears or Kobe Bryant earn too much money this year,

according to the greed and envy warriors, tax it away from them. By contrast, most people define tax fairness as a policy wherein all
Americans live by the same set of rules. And those rules or laws should be fairly applied to all.

This is the basis for a just society and one that allows Americans to keep the dividends from their hard work and enterprise. It is the American
way. . :

There are many economic growth and job creation justifications for enacting quickly the Bush tax cut. The tax plan will clearly add value to
the sputtering stock market. But one rationale for the tax cut that has been overlooked is that ending the double tax on dividends would

‘create a fairer tax system for all of us. Mr. Kennedy may not agree with that, but his brother surely did.

Stephen Moore is president of the Club for Growth.
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News commemators -around the country are celebratmg the recent vote in the Umted States Senate to shce in half the size of Presrdent
Bush's bold tax cut plan. A New York Times editorial trumpets the vote as a tnumph for "fiscal sanity in the Senate." CNN [the Clinton News
Network] could hardly contain its glee when it described the achon in Congress as "a devastating setback for the presldent's tax cuttrng :

agenda

- It's not surprising that the liberal-biased media applauded the no vote on the tax plan The folks at the rndrspensable Media Research Center

find that “news" items on Mr. Bush's $725 billion tax relief plan have been running "at least 4 to 1" agarnsl the proposal. The medra is not
serving as a neutral judge of the Bush tax plan; they are servrng as its executioner.

But Mr. Bush's tax cut is not dead nor should it be. With every passing day there are furiher ﬂashlng signs that the limping economy
desperately needs this tax cut stimulant. With consumer confidence recording its fourth straight month of negativity, the stock market bears
still growling with discontent, and the manufacturing sector still bleeding jobs, a tax cut stimulus would provide the U.S. economy with the
kind of adrenaline rush that a 3 point shot does in the waning minutes of a tied NCAA basketball game during March Madness. .

Tax cuts clear away barriers to new job creation and new business investment. This economic growth strategy worked for John F. Kennedy in
the 1960s; it worked for Ronald Reagan in the 1980s; and it will work again for Mr. Bush now. .

So why the temporary setback in the Senate? George Voinovich of Ohio, one of the three Senate Republicans who bucked his own partyon
the tax wote, said taxes should not be cut during a time.of war. Nonsense. The best way to assure viclory in this war against terrorismisto

“stoke the fires of America's powerful engine of economic growth so that it's running again on ail cylinders. This is precisely the strategy Mr.
. Reagan used to win the Cold War. We triumphed against the Soviet Union thanks to a combination of vast military and economic superiority.

The goal of the terrorists is to disable the U.S. economy. Pro-growth tax cuts are a powerful defense mechanism to foil this strategy.

The top Senate Democrat, Tom Daschle of South Dakota, complained last week that the Bush plan will blow a grenade-sized hole in the
budget deficit. Deficit spending is indeed a big problem in Washington these-days. But it is the absence of speedy economic growth [as we
grew accustomed to in the 1980s and 1990s] that has thrown the budget into severe imbalance. Without American small businesses making. -
profits and with unemployed workers. unable to find decent-paying jobs, how in the world does Mr Daschle think Americans will generate the
tax revenues to balance expenditures and receipts?

Growth and expendlture restraint are the keys to eliminating red ink on Capitol Hill. If President Bush's tax plan mcreases economic grnwth
by just 1 percentage point a year and if federal expenses are cut back to the rate of inflation, we will have a balanced budget by the year
2006 and we will even have a $100 brlhon surplus. Even in Washington, that's a lot of money.

The crown jewel of the president's tax plan is the elimination of the dividend tax on owners of stock, which is more than half of all Americans.
The economics firm Kudlow and Co. estimates that just that one provision would increase stock values immediately by 5 percent to 15

.percent. That boost to the stock market would increase the net worth of Ametican families by between $500 biflion and $1 trillion. The

Heritage Foundation economic forecasting model says the presrdent's tax plan would create 3 limes as many new jobs as the Senate
Democratic auernatwe

The White House said again this week that the president will not compromrse on his tax plan if the altematrve means more jObS lost and less
economic growth than America is capable of achieving. And that is exactly what the altemative means. Fight on, Mr. President. Your cntrcs
don't have a leg fo stand on.

-

. Stephen Moore is a senior fellow at the Cato Institute and president of the Club for Growth.
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One of President Bush's top and most talented economic advisers, Glenn Hubbard has resrgned as chairman of the Council of Economlc
Advisers. As his successor, the White House has chosen Harvard economist Gregory Mankiw.

Thrs isa prvolal position in the White House team, because although both Treasury Secretary John Snow has proven to-pe a strong
spokesman for the administration’s economic policies, he is not a professronal economist; nor is National Economic Committee Chairman

‘Steve Friedman. It is imperative that Mr. Bush put a strong and persuasive advocate of supply-side economic policies in this job both to help

sell the financial benefits of the current tax cut plan and to pursue even bolder pro-growth polrcres down the road.
Professor Mankiw is not that man. | say this never havrng met or spoken to Mr. Mankiw. | say this as someone who has read his wrmngs
The Bush administration should too before they go forward with this appointment. They should read before they leap. | would refer the White

House to the third edition of his book, "Macroeconomics.” In that book, Mr. Mankiw refers to Ronald Reagan's supply-side economics
advisers as “"charlatans and cranks.” And here is an incriminating passage from a section of the book about the Reagan years titled

"Chariatans and Cranks "

"An example of fad economics occurred in 1980, when a small group of economists advised presidential candidate, Ronald Reagan thatan -.

- across-the-board cut in income tax rates would raise tax revenue. They argued that if people could keep a higher fraction of their income,

people would work harder to earn more income. Even though tax rates would be lower, income would rise by so much, they claimed, that tax
revenugs would rise. Aimost all professional economists, including most of those who supported Reagan's proposal to cut taxes, viewed this

- outcome as far too optimistic. Lower tax rates might encourage people to work harder and this extra effort would offset the direct effects of
_lower tax rates to some extent, but there was no credible evidence that work effort would rise by enough to cause tax revenues {o rise in the
face of lower tax rates ' .

"Nonetheless, the argument was appealrng to Reagan, and it shaped the 1980 presrdentlal campaign and the economic polrcres of the
1980s.” . _ .

it gets worse. Here is the conclusion.of Mr. Mankiw's analysis of the Reagan years: _

“People on fad diets put their health at risk but rarely achieve the permanent weight loss they desire. Similarly, when politicians rely on the
advice of charlatans and cranks, they rarely get the desirable results they antrcrpate After Reagan's election, Cmgress passed the cut in tax
rates that Reagan advocated, but the tax cut did not cause tax revenues 1o rise.” ‘ ,

Never did President Reagan nor any of his economic advisers predict that the tax rate cuts would increase tax revenues. They merely
predicted that the revenue losses from the tax cuts would be lower than amicipated

‘These insulting passages drsplay an enormous level of ignorance about the economic reamy of the 1980s. Mr. Mankrw echoes the classic

liberal Keynesian attack against the Reagan economic policies that created an 18-year expansion and a $16 tr||I|on increase in wealth.
Wasn't that a "desrrable result?" .

Mr. Mankiw seems unaware of, or else he has negligently ignored, the economic reality that tax revenues doubled between 1980 and 1990.
Where was the loss of revenues that Mr. Mankiw moans about? Mr. Mankiw should read Lanry Lindsey's book “The Growth Experiment,”. -
which carefully documents the increase in tax revenues from high-income individuals after the Reagan income tax cuts.

. The latest edition of the book has omrtted these passages. Perhaps Mr Mankiw has seen the errors of his way [hopefully], or perhaps he
- shrewdly realized how damagrng these quotes might some day be to his future political viability - to borrow a phrase from Bill Clinton.

But for several years he was indoctrinating young economists with wrongheaded thinking about supply-side economics. And the statements
are matters of the public record that no doubt would come back and haunt Mr. Mankiw if he were to get the job of selllng President Bush's
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* supply- S|de poltmes : L C Co o

© Mr. Manklw was, also an informed adviser to presidential hopeful John McCain in the 2000 electuon Mr McCann attacked Bush‘s economnc
. and fax cut agenda This, too does not inspire conf dence i in Mr. Manklw L ) _ > S , .

The good news is there are a multitude of brilliant supply -side academics who would be superb chief economists at the Whlte House Tam
thinking of talented people like-Brian Wesbury of Chicago, Rlchard Vedder of Ohio Umversﬂy and Davad Malpas of Bear Steams.

Mr. Mankiw is nght about one thing. The economics professnon is filled wnh too many charlatans and cranks. Let us hope lhat Mr Mankiw is

- not one of them. : . o

* Stephen Moore is president of the Club for. Growth. at
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i Whatever happened 1o the GOP's crusade against bloated govemment” Presndent Bush's $2.25 trillion budget released Monday is. almost 30

& percent larger than the budget he inherited three years ago. Since the Republicans took over Congress in 1995, the budget has grown by 50
=T percent. If the R_epublicans are fighting a war against big spenders, the big spenders are winning. )

- There is much to admire in President Bush's budget released 'Monday.

N : . 0 i . - g ) X .
The president's $670 billion tax cut will propel economic growth and deprive the spenders in Washington of dollars they would otherwise
. squander. The proposal to turn more control of Medicaid over to the states is ingenious - and has the potential to spawn health-care reforms
at the state level In a manner similar fo the dramatically successful state-based welfare reform in the 1990s.

The White House also deserves prarse for calling for a substiantial expansion of IRAs so Americans can build privately owned pools of
capital. This will increase the savings rate in America; will move us closer to a genuine flat tax that ends pumtrve tax treatment of saving and
mvestment and will make Americans more financially secure and less dependent on government programs in the future

- But in this budget, as in President Bush's first two, there is way too. much government spending. Presrdent Bush has requested a 4 percent
increase in dlscretronary programs..Given the $200 billion to $300 billion in deficit spending expected this year, and given that we may soon
- be fighting a costly war in the Middle East, 4 percent increases in domestic programs - funding for the Legal Services Corp., the National
Endowment for the Arts, Bilingual Education, and other such cinkers - is excessively generous-in the extreme. Domestic discretionary
spenqu should be at most frozen at current Ievels at |east until the budget is brought back into balance. ,

If history is any guide, the 4 percent increase in spending is Irkety tobea ﬂoor not a ceiling on expendltures this year. In recent years, -
congressional appropriators have nearly doubled President Bush's spendmg requests. Consequently, the drscretronary budget has grown by
nearly 15 percent in Mr. Bush's first two years in office - more than it did in President Clinton's first four years in office. In fact, Mr Bush is on
a pace to be the brggest spender in the White House since Lyndon Baines Johnson.

It's not just Democrat obstructronism in fact, discretionary spendmg has after an initial decline, rapidly expandmg since Repubtrcans gained -

control of Congress in 1994. In their first three budgets [fiscal 1996-98], the Republicans increased domestic spending by $183 billion *
‘compared to a $155 billien increase in the three years prior to Republican control of Congress. Not a single Cabinet agency has been
eliminated. And few of the 300 federal programs that were targeted for closure - a list that included the National Endowment for the Arts, the
Legal Services Corp., bilingual education funds, urban transit grants, and Goals 2000 - have actually been termmated Presrdent Bush should
call for a Commission to Terminate Wasteful Inefficient, and Unnecessary Federal Programs. ]

Spending aiso is growing faster than the economy. as the Table shows. We are now back to Uricle Sam pick pocketrng 20 cents of every
dollar we eam. That does not mclude the money that states and cities take from our paychecks.

* President Bush must make the case that during times of war, spending on domestrc programs needs to be curtailed until the crisis is over. In

most wartime periods in American history, domestic spending has fallen so the nation's resources could be fully deployed to defeat foreign
menaces. _

The war on terronsm ls the top natlonal priority for our govemment today

Fixing the economy is a close second. Both of those priorities are compromised when congressronal appropnators waste scarce tax doltars
on domestic pork and specxal-rnterest projects.

“Mr. Bush can reverse the spendmg spree that has stained his presidency and defend his spending priorities by starting to make aggressive
use of the veto pen. Virtually every spending bill Congress has sent to his desk over the past two years has deserved a veto stamp. Powerful
presidents like Ronald Reagan and Franklin Roosevelt used the veto to great end to force their spending pnontres on Congress.. As Mr.
Reagan said, "Controllmg government spending is like protecting your virtue; you just have to learn to say 'no.’




Stephen Moore is a senior fellow at the Cato Institute and president of the Ciub for Growth:
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The Daschle-Democrats are on the war path on the economy They are crassly rootmg against a recovery, and they are worklng |Ike armies
of wood ants behind the scenes to erode any and all of President Bush's economic initiatives - including most prominently his bold tax cut
plan Anything that would hasten an economic growth’ revnval before the 2002 elechons they reﬂexwely oppose.

Now we will find out whether that opposition also applies to. any person who wnshes to spur faster economic growth. Today President Bush'
Treasury secretary nominee John Snow, the former chief executive officer of CSX Railroad, goes before the Senate for confirmation
hearings. Some Senate Demacrats have been threatening to convert these hearings into an ugly and coordinated campaign of character -
assassination against Mr. Snow. Conservatives have become all too familiar with the brutish politics of personal destruction that the Senate -
Democrats are capable of with regards to many of President Bush's judicial nommees

It's high time that conservatlves in the Senate fi ght back if those tactics are brought to bear agalnst Mr. Snow - who is an exceptional choice

for the jOb

| must confess | know John Snow personally, like him very much, and h'ave an unqualified admiration for his politic‘al views and his

- supply-side instincts. We met when we both served on the Kemp Commission on Tax Reform. What became clear during those months is

that Mr. Snow wants what the vast majority of Americans want: a radically simplified, single-rate tax system that clears away the barriers to

- growth in the IRS tax code, eliminates unfair subsidies, flattens tax rates, and doesn't require hoards of accountants, Iawyers and Valium

pills to figure out tax liabilities.

Jack Kel'np tells me John Snow is “thoroughly on the supply side when lt comes to the case for lower tax rates.” He is also a free trader and
an mflatnon hawk There's very Imle in this man's record not to like from a policy standpoint. .

John Snow has a sterling record of accomplishment as a railroad executlve When he became CEO of CSX he helped tum this
once-moribund railroad into a profitable enterprise - though it certainly has gone through through rough patches. His stewardshlp has created
wealth for shateholders and tens of thousands of jobs for rail workers ) .

_Any case agamst Mr. Snow's professu_onal capabilities will be weakened considerably, given that severat unions have written letters to °
- President Bush commending him for choosing Mr. Snow for the Treasury secretary slot. Byron Boyd, the president of the United -

Transportation Union writes: "The thoughtful and successful approaches that CSX has taken on safety and labor relations are but two
examples of John's ability. ... | urge the Senate to confirm him expeditiously."

In this post-Enron polmeal environment where every CEO is a member of a suspect class, the De'rhocrats are expected to attack Mr. Snow for
receiving multimillion-dollar bonuses and loans. There is no smoknng gun here. Mr. Snow's compensatlon packages were in no way out of -
line with the incentives given to CEOs of snmﬂarly-snzed companies.

To get top’ talent - like John Snow.- firms must pay top dollar. This is the economic r'eal'ily of the marketplace. Why should making money for
successfully running a company be invalid? And if it is, how in the world was Robert Rubin ever confirmed as Treasury secretary? Mr. Rubin
made far more money running Goldman Sachs than Mr. Snow has. So did Sen. John Corzine, New Jersey Democrat, also a partner at
Goldman.

Why is making money only a crime when the weaith creator is a Republican?

Democrats will also certainly use the Snow confirmation hearings as their first opportunity to savage the president's economic planin a bublic
forum. That's fair game. Mr. Show must not back off. He, and the Senate Republicans must assault the assaulters. The Republicans should

" recite the history of supply-side tax reduction successes under John F. Kennedy and Mr. Reagan and even Mr. Clinton, when he signed the

capital-gains tax cut in 1997.

They should ridicule the Democratic plan, which stimulates nothing but growth in government - and provideé about one-ﬁfh-the-ﬁx relief for
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Amencans than the president's plan does.

. The Repubhcans in the Senate - but most importantly, Mr Snow hlmselt should not suffer fools gladly if the Democrats attack the tax-cut
plan for being "fiscally imesponsible,” Mr. Snow should ask his accusers ‘why they vote to continually pad spending bills with billions of dollars
" of pork and multibilion-dollar program expansions with more debt spending - as they did last week with a $390 billion appropnatuops bill. If
they attack Mr. Snow's,business acumen, he should point out that almost none of these prosecutors have ever funa business themselves, or
met a payrol} themselves that wasn't paid for with taxpayer-doliars. . . .

With the eoonomy showing further signs -of weakness in recent weeks [fourth-quarter 2002 GDP. growth is now estrmated at an anemic rate of
1 percent], the country desperately needs the president's economic growth and jobs tax cut. .

What the presndent‘s tax plan needs is dogged determined, and compelhng defenders. .T h|s is Mr Snow’s ﬁrst bug test My bet is that he will
pass with fling colors - much to the dlsappoantment of the Dasch|e-Democrats ' } _ _

Stephen Moore is presndent of the Club for Growth. ]
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™l president Bush has proposed a $630 brlllon tax cut to help pull the economy out ifits two-year bear market rut. In releasing the plan Mr.
%F Bush seemed to be announcing to the nation: When it comes fo tax cuts to energize the economy, size does matter.
wr
) He's right. This bold plan - 5 times larger than the Democratic altematlve is exactly the nght fiscal medicine at the right trme its beneficianes
N will be wcrkers investors, states, and cities - all of which are front-line victims of aneémic economic growth rates.

BYLINE: By Stephen Moore, SPECIAL TO THE WASHlNGTON TIMES °

e -‘The centerplece of the president's plan is ellmnnatlon of the double taxation of dwndends Currently. dlvudend income is taxed as corporate
income to the business, and then as personal income to the individual receiving the dividend. This'can result in effective tax rates on
dividends as high as 70 percent. These punitive tax rateés, in tumn, reduce stock vaiues, eapital investment, and savings.

John Rutledge. arespected’ Wall Street economist and a former Reagan admlmstratnon economist, estimates elimination of the dividend tax
could cause stock values to rise by as much as 10 percent, which is good news for the 85 million American shareholders. Gary Robbins, of
Fiscal Associates, says a dividend tax cut will increase gross domestic product by at least $5 for every $1 of reduced tax receipts. Even the
Democratic critics of the president's plan unwmmgly acknowledged the value of this plan by conceding that the plan would stimulate the stock
market. What is wrong with a plan that raises the wealth holdings and retirement mcomes of American stockholders, who now comprise

" almost half of all U.S. households?

The other major feature of the Bush tax sumulus plan is to fast fon/vard the tax cuts from the president's 2001 plan. Thls, too,. makes good
economlc sense. )

The phased in tax cuts in the 2001 tax plan were 'always of questionable economic benefit. Would you go to the store today to buy a product
if the store advertised that tomorrow the price will be marked down by another 20 percent? Delayed tax cuts delay economic activity and
often have exactly the opposite lmpact as hoped. They destimulate the economy. .

President Bush would accelerate his earlier tax cut. A majority of House and Senate members voted for the tax cut two years ago ‘Why not
provide the full economic bang of the tax cut now, when the economy most desperately needs a shot of steroids? Cutting the highest income
tax rates raises is especially stimulative because roughly 2 out of every 3 Americans paynng the highest tax rates are small business owners. -
They are the wealth and job producers in our economy.

One reason the U.S. economy is ailing is that business investment has fallen dramatically.'Simultneously. the U.S.-venlure capital industry.
which provides the seed corn for new developing 21st-century companies, is almost entirely dormant today. Why the skittishness? Investors
don't see the profit opportunltles in new ventures. Costs are too high for new businesses thanks to government meddling; payoffs are too
meager thanks to excessive taxes on capital investment - i.e. the capital-gains tax and the dividends tax. .

The objective of this plan is to replicate the tax cut successes of Presidents Reagan and Kennedy. It was JFK who said, "It is a paradoxical

_ truth that when tax rates are too high the economy will never produce enough jobs or enough revenues to balance the budget." Deficit hawks
in both parties will no doubt squeal that this tax pian is unaffordable and will run up the national debt. They are wrong. What Kennedy and Mr.
Reagan and now George W. Bush understand clearly is that it is the absence of economic growth that causes runaway budget deficits.

So let the class-warfare Democrats embrace small and impotent policy changes - changes that increasingly sophisticated investor-class
voters will immediately identify as fraudulent. The obstructionist Democrats have announced they intend to fight against President Bush's
genuine Republican growth package and to wage all-out class-envy warfare. President Bush has 90 million investor-class Americans on his’
side who realize tax rate cuts mean hlgher stock values and greater retrrement secunty

Republicans must not shrink from the battie. Bring on the ﬁght

Stephen Moore is presrdent of thé Club for Growth and a senior fellow. at the Cato Institute.
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=4 For obvnous reasons,. most of the hullabaloo  over the elections has revolved around the issue of which pany will win the Senate and the

%y House on Tuesday, That matters a lot, but some races matter a lot more for conservatives than others. [Does any conservative really care
) ""J whether Connie Morella, who is trying to get to the left of her Democratlc opponent, wms’] :

':-::' Quallty matters too. Republicans mnght win the Senaie but conservatwes could qulckly become dlsenchanted with the way the weak-kneed

moderate centrist Republicans govern.
it"\ll .

So as an election night primer, I've made a list of the 10 top races for conservatives. These are races involving a clear clash in ideology.

between the candidates and where public policy directions could be altered depending on who wins.

. [1] California Gov Gray Davis vs. Bl" Snmon Callfomla is the big enchilada. Mr Davis has been a catastrophically bad governor for four
. years, '
b _ .
He has swung a wrecking ball at the economy, dug the state into a mionstrous sized budgel deficit ditch, and completely mishandled the -
electricity crisis, by buying up electric power at twice the market rate - a boneheaded move that is costing Californians billions of doliars. Bill
|' -Simon, despite @ number of dreadful campaign gaffes, would be a free market conservative in the governors office.
What's at'stake? If Mr. Davis wins, it confirms that California has been converted hopelesely intq a one party state.
i 2 FloridaJ' Gov'. Jeb Bush vs. Bill McBride - Mr. Bush should {must] win. He_has been a superb govemor.
What's at s_take?;lf Jeb wins, he t_)_eoomes the front runner for the presidential ticket in 2008. .
) [3i New Hampshire Senate: John Sununu vs. Jeanne Shaheen. The race is a toss-up.

! - What's at stake? Flrst. oonservatuves need the smart free-marketeer Mr. Sununu in the Senate so he can be groomed to be the next PhII
Gramm.

' Second, Republicans can't let New Harnpshire.,the one conservative foothold in the Northeast, go Democratic.
[4] Indiana District 2: Chris Chocola vs. Jill Long Thompson - Pits a classic Reagan Republican vs. a Clinton Democrat.

. What is at stake? If Mr. Chocola wins, it drives a stake through the heart of Emily’s List and other radlcai feminist groups that have spent
millions on thls race.

[5] South Carolina Gov Mark Sanford vs. Jim Hodges Mr. Sanford, the challenger and former stellar conservative in the U.S. House against
a bumbling incumbent.

What's at stake: Mr. Sanford has a free market reformist agenda [including ehmlnatlng the state moome tax and school choice] that will make
conservatives drool.

[6) South Carolina Senate Lindsey Graham vs. Alex Sanders - this is the Strom Thurmond seat.
What's at stake? Whoever wms will.likely hold the seat for 50 years.

[7] Arizona Gov. Matt Salmon vs. Janet Napolllano Mr. Salmon, another star conservatwe congressman from the class of '94 agalnst the
trial lawyer's best friend. :




What's at stake? If Miss Napohtano and her tnal Iawyer funders win, they wnl move thls conservahve slaie ina dramancally Ieft-\mng
direction. . . . o )

[8] Wlsconsrn Gov. Scott McCallum vS. er Doyle Democrats favored to win here after Tommy Thompson s four-term stlnt

What's at stake? Priprity No. 1 for the 1eachers umons and the Democrats is to defund the historic and fabulously successful school voucher
program in Milwaukee. * : .

9l Pennsylvanla District 15 Pat Toomey vs. Ed O Bnen Mr. Toomey should win agaln in this brutally tough umon drstnct whose biggest .
town is Allentown. i

What's at stake? A Toomey victory proves that pro-free trade, pro-Soqal Security choice, pro -tax cut Repubhcans can win in Democratrc
districts. Voters respect legistators who stick to their guns. And they uke tax cuts too. AII wobb|y Repubhcans should pay attentlon

[10] New Jersey Senate Doug Forrester vs. Frank Lautenberg: The batﬂe for the New Jersey Senate seat leans Democratlc Mr. Forrester is
_no great shakes for conservatives. . )

What's at stake'? The principle that cheaters never prosper.

o So there you have my top 10 list. Did | Ieave any high-| pnonty races off the list? E-marl me at smoore@clubforqrowth org.
;f:' Stephen Moore is president of the CIub for Growth.
" . ’ .
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HEADLINE: Surer way to sustain the planet - ST
BYLINE: By Stephen Moore, SPECIAL TO THE WASHINGTON Tti\IIESf ' '

BODY:. .
Whenever delegates from countrres around the world get together it is almost always bad news for freedom and capitalism. The U. N Earth

i Summrt on “sustarnable development” bemg held in South Africa has been no exoeptron

So far the conference has been an ali-too- predrctable bashing of rich nations for holdlng back the poor nations. The rich nations [read the .
United States] are asked to do more 1o alleviate AIDS, more to reduce global poverty, more to protect the Earth's natural resources, more to
feed the hungry, and more to stop mythical global-warming. ‘All that was left off the list was cleaning all the world's dirty laundry. -

Once again we hear the moronic refrain from self-righteous and yet repressive leaders of poor nations that the U.S. with 5 percent of the
world's population uses 25 percent of the world's resources. [No mention that the U.S. also produces more than 25 percent of the world's
output - of AIDS drugs, food, vaccines, infant formula, humanitarian aid, and the list could go on to the bottom of the page.]

There is, overall, a false message of doom and decline in the Earth Summit, as if the Earth's eco-system is on the verge of-coliapse and that

human beings are worse off now than in the past. It isn't true. Sure in some of the heartbreaking repressed nations of Africa things are getting -

worse; But in the rest of the world things are almost unlversally getting much better - in terms of health, in terms of material progress and in

terms of a cleaner envrronment

Here are some of the most encouraging trends you will not hear about among the elmst government ofﬁcrals gatheredin South Africa this
week: .

* Life expectancy: In the rich countries Irfe expectanoy the broadest measure of health and a safe environment - has increased by 30 years
over the past-century. Even in poor countries life expectancy has risen at an astonishing pace. The average resident of a poor nation can
expect to live nearly twice as long as his or her 18th-century counterpari. Most of humanity enjoys better health and longevity than the richest
people in the richest countries did just 100 years ago.

* Health: Parents should reflect long and hard on one statistic whenever they think life isn't treating them well these days: the death rate of
children under 14 has fallen by about 95 percent since 1900. The child death rates in just the past 20 years have incredibly been halved in .
India, Egypt, Indonesia, Brazil, Mexico, Chile, South Korea, Israel and scores of other nations. Almost all the major killer diseases prior to
1900 - tuberculosis, typhoid, smailpox, whooping cough, polio, malaria - to name a few, have been nearly eradicated, thanks to progress in
medical know-how almost all of which originated in the evil capitalist nation called the United States.

* Nutrition and diets have been improving the world over. Gale Johnson, the agriculture expert at the University of Chicago, has discovered-
that fewer people worldwide died from famine in the 20 century than in the 19th century - not just as a percentage of the population, but in

absolute numbers. That is a spectacular achievement in our ability to feed the planet, given that the world population is some 4 times higher .

today than 100 years ago.

* Education: The world's inhabitants are better educated, not worse, than in prior periods. llliteracy has fallen by more than two-thrrds in the
U.S. and even by a greater percentage in many poor nations.

* Environment: Economic development is the best way to clean the environment. Poverty is the biggest impediment fo clean air and water.

Consider the U.S.: Smog levels have declined by about 40 percent, and carbon monoxide is down nearly one-third since the 1960s even
though there are nearly twice as many cars. Some of the most i |mpressrve advances in cleaning the air have been recorded in the dirtiest
cities, including Los Angeles, Pittsburgh and Chicago. Airborne lead is down more than 90 percent from 40 years ago. Contaminated drinking -
water killed hundreds of thousands of Americans annually 100 years ago, versus very few deaths today.

¢ Natural Resources: By any measure, natural resources have become more available rather than more scarce. Consider copper, which is
representative of all the metals. The cost of a ton is only about a tenth of what it was 200 years ago. There is evidence that oil - the most
worrisome of resources because it is mostly burned up and therefore cannot be recycled - has actually been getting cheaper to produce.
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What has been the driving force behind this miracufous progress. Three words: free market capitalism. If only the intellectual elite and the

. power-holders around the world in South Africa this week would go home and deregulate their economies, cut tax rates, expand democracy,

and cut government rules and bureaucracies, we could blaze a path to alleviating world poverty in @ generation or twg. If only markets, not .

" governments, controlled the price and usage of natural resources, we’ would see a further abundance of food, mmerals and energy enough

for the entire world to share in the bounty

The U.N. Earth.Summit is based on a cancerous and discredited creed of limits to growth. It is insane to-hope that people who believe in
limits to growth will create the conditions that nurture growth. Even the term "sustainable development" is offensive and suggests that
economic development and improving the environment are somehow incofpatible - which is precisely the opposite of the hlstoncal record.

Where there is economic development and capitalism, there is ciean ir and clean water and wel!—educafed citizens and abundant resources
and low disease rales. Where there is no.capitalism, there is an abundance of these maladres .

It really is all that snmple . ) “

" The only real limits to growth are created by wrongheaded conferences populaled by seffish and’ unthinking do-gooders

i"
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Freedom will save the planet - if only governments will allow it.
Stephen Moore is presrdent of the Club for Growth
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b Over the years, it would be hard to ﬁnd a more stalwart free marketer in the Senate.than Larry Crarg. Idaho Republrcan He has one of the =
)'ﬂ] highest National Taxpayers Union records in fi ghtmg against big govemment

. l:::l He has lead the charge on supply-srde tax cuttmg | have worked w1th hrm and his staff on the capital gains: tax reduction that is so cntlcal to.
[ ‘gett.lng the financial markets out of their 24-month slnde Yo

.\N So why in the world has Mr. Craig teamed up with ultra-llberal Democrat Mark Dayton of Mrnnesota to sponsor a poison-pill amendmem to

' President Bushs free-trade bill? This amendment, as the Wall Street Journal recently noted, strikes at the very heart of fast-track trade

| negotiations. Under the Trade Promotion Authority bil, the president negotiates a trade agreement, and Congress agrees to vote up or down
on the accord without amending it. Without this assurance, foreign leaders are unlikely to bargain trade agreements that could be eviscerated
later by the protectionist twinges that always are present among the parochial interests on Capitol Hill.

.i © The Dayton-Crarg amendment would allow Congress to reject any provision of a trade bill that weakens so-called anti-dumping laws. Now
this is a really lousy amendment on so many grounds, one hardly knows where to start attacking. It clearly violates the fast-track

_ no-amendment policy. Once, one amendment to a trade treaty is a)lcwed the dam is broken So Mr. Craigs rider would destroy the whole
free-trade process that is- rolllng along here. . )

'Untortunately. Mr. Craigs amendment plays to the ingrained protectionist reservations about trade agreements among congressional
members. With the strong support of the labor unions-and the fair trade lobby, it actually passed in the Senate. The anti-free-trade and
free-markets publication the American Prospect wrote approvingly of Mr. Craigs creation: This is exactly the kind of mischief the Senate
always keeps out of trade agreements because it gums up the works in trade accords.

President Bush has sard that he will veto the trade bill if the Dayton- Cra|g amendment isnt extracted Good call, Mr. Presndent

This.amendment is also bone-headed policy. There is no worse feature to our trade laws than anti-dumping penalties. Dumping laws forbid
foreign compariies from selling products here in the U.S. for below production costs. Why in the world should that be illegal?.

Ifa Panarnanran fruit-and-vegetable company is dumb enough to sell us bananas at a loss, or if the Koreans want to sell us steel for below
cost, why would we outlaw the importation of these products. What if the foreign oompames wanted to give us the bananas or the steel to us
for free as a gift? Would we cbject to that as against our national interest?

Moreover, best-selling author Jim Bovard has shawn over and over agam that when nations dump products in the United States, the biggest
winners are the American consumers who get low cost goods and services. He has also shown that any time an American company that is
reporting losses in a given year - as most did last year - exports products abroad, those companies are technically guilty of illegal dumprng
After all, since they lost money, they by definition were selling goods below cost,

' Antr-dumprng laws reflect an exports good lmports bad vrew of trade that is econommally misguided and anti-consumer. The lower the price

of imports, the higher Americans real incomes rise, because we can all buy more products for the money we make in an hours worth of work..
This is precrsely why a strong dollar is good for the United States. It makes us richer relative to warkers in other nations. | call this Kudlows

law.
worker and our high-tech, hlgh-wage. free-trade-driven economy, he will repudrate his destructive amendment.
To paraphrase Woody Allen: Mr. Craig, you never want to be part of a club that would have Mark Dayton as a member.

'. $p shame on Larry Craig, and | say this with great reluctance because he is a personal friend. But if he wants to be a friend of the Amenwn'
' Stephen Moore is president of the Club for Growth. -
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The campaign finance reform bill that will reach Presndent Bush's desk as early as this week is the most fraudulent Ieglslahon in Washmgton

since Hillary Clinton promised she would give Americans heath insurance coverage they could never lose.

John McCain's creation is not about cleaning un elections.or fighting political corruption. It is not about weedlng big money special-interest
influences out of politics. It is not about reduclng the impact of Fortune 500 firms like Enron-who use campaign oontnbutlons to buy corporate

welfare favors from Congress.

This leglslahon is ﬁrst and foremost a jobs protection bill. The jobs Jt will protect are those ofthe tnt:umbent members of Congress. If there

were even a thimble-full of genuine integrity on Capitol Hill, members of Congress would recuse themselves from thls vote since they have
the most to gain from it. _ .

How so?The mast insidious feature of this bill would prohibit issue-based organizations from running TV.or radio advertisements that criticize
or praise a candidate in the 60.before an election. This means, for example, that the National Rifle Association could not run an ad _
proclaiming: "Congressman John-Smithereen is a buffoon because he voted four times for gun control Iegislation.” Handgun Control Inc.

could not, llkewrse attack a congressman for his pro-gun votes. .

What is more fundamental to the constitutional right of free speech than the nght to freely cntxcuze the policies of our own government, and by
|mpI|cat|on the politicians who enacted the laws we find offenswe or wrongheaded'? .

Imagine this bill had exusted dunng Colonial days. Patrick Henry would announce that King George was a big oaf for taxing the Colonies to
great excess, and out would come the lawyers and the magistrates to muzzle Henry, on grounds that his critique had come within 60 days of

an election. _ . .
Political scientists have calculated that incumbents start off evéry campaign with rqughly'a $500,000 advantage due to high name recognition
and the assorted privileges and perks (such as free mailings) of holding office. Just about the only way to beat a sitting congressman or i

senator is to educate voters about what they stand for with rapid-fire shots at the incumbent's voting record and behavior in Washmgton And
this must be done not months, but. days before the elecnons when normal Americans who don't live and breathe polmcs start paymg some

modicum of attention.
Sen. McCain, Arizona Republican, wishes to stifle competition against incumbents. For example on nearly a half-dozen occasions, Mr.
McCain has cited the Club for Growth (which I run) as a case study in the need for his campaign finance bill. On CNN recently, Wolf Blitzer

asked Mr. McCain why he supports a 60-day advertising ban. "It's because of outfits like this so-called Club for Growth," he replied. "They
came into Arizona last year and ran hundreds of thousands of dollars of negatwe attack ads. No one knew who they were. No one knew who-

their funders were."

What has Mr McCain and his alhes nervous is that issue groups like ours actually fund insurgent campaigns against mcumbents in both
parties.

If the McCain bill is enacted into law. the chances of ousting an incompetent incumbent will be drastically reduced. Howcan voters be
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é)&pected to ever "vote the bums out," if they don't know the facis 'abo:ut how their bum voted?. -

- Mr. McCain’s campgign bill would lead to less compeiiti\ie, not more competitive, elections. A recent study of the myriad of campaign faws at
" »the state level by the Jerome Levy institute discovered that limitations on.campaign spending and advertising, lead to higher election rates for

incumbents. - . -

Is that what voters really want? Under the current laws, incumbents are virtually unbeatable unless they have committed a sex offense with-a
minor or they've been convicted of some other felony. The average incumbency re-election rate is betweén 96 pércent and 98 percent. It's
easier to get somebody out of prison than Congress. The system is becoming as farcical as the elections in China during Chairman Mao
Tse-tung's reign. You'get to vote for whomever you wish so long as it is the one and only person who appears on the ballot. ’

: Bty . : )
What we need to invigorate our election process, increase voter paﬂiq:ibation, and elect & more diverse and higher-quality Congress is
establish real competition through term limits. That would force turndber, and create far more competitive élections. It would.reduce
corruption, because special interests wouldn't pour millions of dollars info campaigns if the winner were only going to be in power for six to
eight years. Needless to say, there are no term limits in this McCain bill-despite the fact that roughly 2 out of 3 Americans support them. .

Perhaps what }s most grating of all is the cowardice among our elected officials when they vote for a bill that tHey know in théir minds and *
hearts tramples the Bill of Rights. Many congressional members have even acknowledged publicly their suspicion that the McCain bill is.

L4 unconstitutional. - . : _ . ' o ' .
E Yet they still voted for it. :

™4 And these are the kinds of people we want to make lt harder to de-elect?
h . . . . X , . . )
w1 Stephen Moore is president of the Club for Growth. . . . o
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. IU's official: Amtrak, the monopoly provider of the nation's intercity rail -
w1 passenger service, is rolling straight toward a financial train wreck. The -
*I. Amtrak Reform Council announced this week that unless major management .
g changes are adopted and unless private sector options are implemented, the -
T train service will have to cease operations within the next year: or two.
N o . . .
Amtrak's own management team acknowledges that without more
congressional handouts, train service will have to be dlscontmued for the

long-dtstance routes.

John Norqmst the Democratic mayor of Ml]waukee and a commission
. member says Amtrak has been lying about its finahcial situation for years
- Meanwhile, another commission member, Wendell Cox, a transportation
consultant urges the privatization option. "Only the private option can prevent
“billions of dollars of future losses," Mr. Cox writes.

He is n‘ght This is at least the sixth time in the last 25 years that the railroad
has run critically short of funds. Under one plan in the Senate, Amtrak would
receive some $50 billion in loans and grants over the next decade to head off -
msolvency When does this madness end? -

Five years ago the Repubhca.ns in Congress commanded Amtrak management B
to wean itself off federal operating subsidies once and for all. :

The congressional plan required Amtrak to reach financial self-sufﬁciency by
2002. Amtrak is in worse financial shape today than it was when the new
legislative plan was enacted back in 1997. Amtrak makes Enron seem like a

_ well-run ﬁrm by companson : .

Amtrak was formed in 1970 when the Nixon administration agreed to

federalize passenger trains in the wake of the Penn Central ("PC")

bankruptcy. The subsidies were to be temporary. But nothing in Washington

is ever temporary (except for tax cuts). So some $50 billion (in today's

dollars) has been burned by. Amtrak ]ocomotlves already and the subsidies are -
- getting fatter every year.

It cost taxpayers nearly $100 for every Amtrak rider. On some routes the
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Amtrak has invested brlllons of dollars in ‘high-speed rail along the Northeast

corridor. That has been'a colossal waste of money. The high-speed trains are
only running at about 50 percent capacity. Some of these "super expresses”
have carried as few as 40 passengers - one busload - in a 304-seat,

12,000- horsepower train with a crew of eight. .

. ‘,\ : '

Despite all the money IOSSes and broken promrses of "finatiial solvency nght
around the corner,” Congress is likely to 1gnore the Council's

" recommendations and instead approve a "more of the. same' optron for -

Amtrak. Amtrak's management will interpret this cop-out as a sign that
Congress was never really serious about requiring the railroad to shed
hopelessly unprofitable routes, to find ways to replace tax subsidies with

subsrdres can reach $300 a passenger. It would be cheaper for taxpayers to get -

ticket revenues, to tighten its belt for cost-cutting purposes, and to slash layers

upon layers of redundant managenal positions.
Only prlvate ownershxp will force these cost-cuttmg reforms

Congress must understand that it is precisely the exxstmg federal monopoly
management structure of Amtrak that is ruining rail passenger service in
America. -

/

There is no law of economics that says Amtrak has to lose money. It has been

Amtrak's ready access to tax dollars that has 1mpeded ﬁnancral progress and.

. service improvements.

Privatization would not mean the end of rail passenger service. Under one

-viable plan, proposed by the United Rail Passenger Association, the

government would retain control of ownership and maintenance of the tracks
and the rest of the physical infrastructure, just as the government builds and .
repairs the roads. But operational costs would be covered by pnvate for-profit

railroad entities:.

Congress should immediately lift the monopoly protection of Amtrak, which
prohibits private operators from running rail service on government tracks.
Amtrak says it needs this blanket of legal protection to keep out competitors

who might "skim the cream" and take away passengers on the most profitable

routes. Since none of its routes make money, Amtrak has no cream to skim.
Private operators could demonstrate that rail passenger service, if operated
efficiently, can indeed make money.

Amtrak is a $50 billion lesson in economics learned the hard way - and at the

taxpayers’ expense. Monopolies provide lousy service, with few consumer
choices, and ever-rising costs. The new Amtrak report confirms this and
warns Congress not to throw another $50 bllhon away. Only the pnvatrzatlon
option can save the railroads.

Stephen Moore is president of the Club-for Growth.
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Illustration: Chart (color), BUDGET SURPLUS

In recent weeks, both Senate Majority Leader Tom Daschle and his sidekick,

 Sen. Edward M. Kennedy, Massachusetts Democrat, have thrashed the Bush .

White House for squandering the budget surpluses of the Clinton era. To
preserve the surplus, they want to shelve the future tax cuts, including the
elimination of the death tax, in the Bush tax plan. - :

All of these recnmmatlons about the retum of federal deficit spending would
be encouraging except that it lacks even a seed of sincerity. Indeed, both Mr:
Daschle and Mr. Kennedy have requested $50 billion in additional spending
this year. And that comes on top of the 11 percent increase in spendmg '
Congress already approved this year.

“One year ago the Congressmnal Budget Office predicted that the budget

surplus for 2002 would be $331 billion. Now, Congress is forecasting a $21°
billion deficit for the year. That's a lot of fiscal slippage in just one year. What
in the world happened? Who lost the surplus? Mr. Daschle and Mr. Kennedy

‘both contend that the major factor behind the evaporating surplus is Presxdent :

Bush's tax cut. They are wrong.

Four factors caused the surplus shrinkage (see the accpmpanying_-chart).' Only
one of those factors was the tax cut. But it accounts for less than $40 billion

" in tax relief this year, out of $2 trillion in tax revenues the government will

extract from workers and businesses. That's a 2 cent tax'cut out of every
dollar paid. This crumb of a tax cut is what the Democrats are all hot and
bothered about. :

The recession accounts for about two-thirds of the surplus disappearance. For .
2001, revenues dropped | percent, and they won't rise much above 3 to 4
percent this year. That compares with the 8 to 10 percent growth in revenues

.during the prosperous late 1990s. We've lost about $160 billion in expected

revenues for 2002, because 1.5 million fewer people are workmg and because
fewer businesses are making profits for Uncle Sam to tax. :

A government spendmg spree is the most controllable factor behind the

* deterioration of the budget outlook and accounts for 19 percent of the lost

surplus. Congress is spending money at a faster pace than at any time since
the 1970s. A lot of that spending blitz has been a result of the big surpluses.




.Appropnators interpreted all that money lymg around in the Tleasury as an-

invitation to spend
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What is clear is that Mr. Daschle and Mr: Kennedy are wrong when they say

. the primary blame for the fiscal deterioration is the Bush tax cut. By far the
biggest factors have been the recession and increaséd federal spending. In' \

fact, if this year Congress would just hold spending to the level of mﬂatlon, \‘ _

there would be at least a $50 bllhon surplus

. It turns out that about half of the increased spending (over tﬁe 4 percent
- Congress had originally predicted) was a result of the military and home .
security expenditures required to fight the war on terrorism - but only half. As

the Congressional Quarterly recently noted: "Although the need to respond to

' the September 11 terrorist.attacks accounted for much of the increased
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spending, Congress was poised for a big spending boost even before then.": ' '

There is reason to worry that the recent ﬁscal deterioration on the outlay side
of the federal ledger may be the start of a longer term trend of pro-spending
policies in Washington. Since 1995, when Republicans first took control'of |

- the House and Senate, spending discipline has eroded with every passmg

year. One indication of this erosion of fiscal restraint is that when

Republicans first took Congress in 1995 there were some 500 members of the .

House and Senate who wanted to cut spending more than they wanted to -
increase it, according to-the National Taxpayers Union calculations. But in
2000, there were exactly two advocates of smaller government. The other 533
House and Senate members wanted bigger government. Only Ron Paul,
Texas Republican, and Jim Sensenbrenner, W:sconsm Republican, voted for
less overall spending.

Jeff Flake, a freshman Repubhcan from Arizona, recently complained to me

.that every vote he has taken in Congress has been for more government -

programs and more spending. "I'm still waiting," e says, "for a vote to cut the-
budget R

He may have'to wait for elong while.

In his State of the Union address, Mr. Bush must call for a comprehenswe
reform of the federal budget process to put reasonable caps on government

spending - as most states do: Surpluses need to be immediately and -

automatically returned to taxpayers, before these dollars can be ingested by
the appropriators. The president needs a line-item veto.

Most importantly of ail, he needs to tell the American people the truth about
who lost the budget surplus. Deficits are back, not because of the tax cutters,

. but because of the big spenders in Congress - the same crowd whose -

profligacy created the enormous deficits of the 1970s, '80s and '90s. The
Daschles and Kennedys of the world need to be hog tied before a new
spending spree creates another trillion of debt for our children to pay off.

Stephen Moore is a senior fellow at the Cato Institute.

All content © 2002-, .by News World Communications, Inc.; 3600 New York Avenue,
NE; Washington, DC 20002 and may not be republished without permission. -
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Every five yeérs Congress takes on the role of Santa Claus for Amenca s agnbusmesses when it enacts a new farm -
bill. Thanks to years of congressmnal generosnty, the U.S. farm sector | 1s arguably today the most welfare-dependent

industry in America.

Even though farmers have higher average. incomes than do nonfann'taxpaymg househo]ds since 1980 American
farmers have received more than $200 billion.in direct taxpayer assistance. That's enough money to buy every acre of
farmland in America west of the MlSSlSSlppl River. :

This week thie U.S. Senate will vote on a farm bill that wou]d make the honey pot a whole lot sweeter. It would return
rural America back to the Soviet-model command-and-control agriculture policy of yesteryear by establishing a vast

- network of government established price supports for crops. Its $170 billion, 10-year price tag would make this far and

away the most expensive farm bill ever. The subsidies average out to roughly $200,000 of welfare. payments for every

recipient. And this doesn't even include the billions of dollars in emergency taxpayer aid farmers receive nearly every

late sumpmer and fall fo compensate them for every natural and manmade disaster one can conceive of: floods,
droughts, tomadoes hail, the Asian market meltdown, the strong dollar, European trade restnct:ons, and so on.

This year the fann lobby is even wrapping its fundmg request around the ﬂag by suggestmg that more generous pnce
supports will help in the war agamst terrorism.

The 2001 farm bill would re-install the entire mfrastructure ofa fmled pnce support system that dates back to Franklm

D. Roosevelt and the New Deal era.

Sen. Richard Lugar, Indiana Republican,'one of the few outspoken crities of the bill, correctly notes that the bill
"ignores decades of experience that grain price supports only encourage the overproduchon of crops and guarantees
soaring taxpayer bail- outs " : :

It was just five years ago that Republicans in Congress enacted the historic'1996 Freedom to Farm Act, which was

intended to phase out crop and dairy subsidies over five to seven years. By now farmers were expected to be weaned
off agriculture subsidies altogether and the U.S. Agnculture Department was supposed to be boardmg up suddenly

obsolete offices.

_Thmgs haven't turned out qulte as hoped Federal farm payments haven't fallen every year as scheduled Instead,

they've increased from a low $7.3 billion in 1996 t0.$22.9 brlhon last year.




The paradox of modermn agrlculture is that the more productrve U.S. farmers become - and they are by far the most :
-efficient in the, world the more attached they become to the federal umbilical cord.

ln the early 19905, only about 18 cents of every dollar farmers eamed came from governrnen-t payments. e

Over the past ‘three years, 1998-2000, agriculture pnce supports accounted for 35 cents of every dollar of farm mcome
. Freedom to Farm has become freedom to farm taxpayers o :

Farm state legislators on Capitol Hxll recite the myth that Wlthout federal assistance, tens of thousands of sturdy and
reliable family farms would forever disappear from the rural landscape. In fact, the return to a price-control framework
-"where farmers are guaranteed a minimum price for their cfops - would disproportionately benefit the largest and .
most profitable farms. This only accelerates farm consolidation and hasténs the demlse and seIl-off of small and
medxum-snzed fam1ly farmers : :

N : .

o; According to Agncu]ture Department data, about 80 percent of farm payments went to farmers w1th gross sales of _

l"- $250,000 or more. Meanwhile, genuinely struggling margmal farms w1th incomes of less than $10, 000 recexve about 1

percent of the federal payments.

o F The myth that American farmers can't survive under a free market system is contradicted by the fact that of the 3G0 or - - .
=r so food commodities grown in the U.S. most do not receive subsidies. Almost all the federal payments go the

2 producers of just a handful of staple crops: comn, wheat, soybeans rice, and cotton, Dairy, peanut and sugar producers
P~ are also wel]-endowed with federa] dollars. . o o

/ f
Thxs bill would alas, cast the "farm safety net" even wider than ever: to inchide Florida citrus and lime growers,

Vermont sheep herders, Connecticut oystermen, Midwestern popcorn producers, Idaho potato farmers, California -
asparagus, avocado, onion, cranberry and wine producers ‘This year there's even talk of including emergency aidto
Virginia horse breeders. '

All that is standing in the way of this return to farm bill socialism is Mr. Lugar. His more market-based alternative
" would eliminate price supports, acreage set-asides and the dairy, peanut and sugar subsidies. Instead, Mr. Lugar wou]d
create a system of federal matching funds to farmers with the money gomg into IRA-type accounts ' _

The money in these accounts could be used to purchase crop insurance and could be drawn down dunng bad crop
years. This system would protect farmers from wild gyrations in their sales, by guaranteeing them 80 percent of their
average income in any year. The Lugar approach would tug the farm system back in the direction of the free market.

~ system and would do so at a 10-year cost of $25 brlhon less than the House bill. No mdrv:dual farmer would be

~ eligible for more than $30,000 in aid in any given year S

The downside of the’ b111 is that it would make almost al] farmers ehgnble for federal help, and that could create brand
new consntuencles for these programs. .

The opnmal farm policy now for American farmers would be for thie U.S. to terminate its production subsxdles and .
call for Europe and Asia to do the same. In this time of global economic crisis, the U.S. should pitch a global free
trade policy in agriculture as the most humanitarian way to provide cheap and abundant food to every comer of the
globe. But we can't in good conscience call for a g]obal system of free market agriculture if we don't practice what we
preach here at home. :

- The best way to help farmers, taxpayers and consumers is to kill the House bill and start over.
“Stephen Moore is president of the Club for Growth.

GRAPHIC: Chart, FARMIMG TAXPAYERS, By The Washington Times
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= With the unemployinent rate now at its hlghest level since the mid-1990s and Congress seemmgly handcuffed in fts o

I"n.
&Y

., attempt to pass a fiscal stimulus package, perhaps it's time for members of both parnes to look for new ways that
Uncle Sam can help hot wire the economy for faster growth : :

The vote in the House last week to expand the president's authority to negotiate trade agreements that tear down ’
protecuomst trade barriers was one such useful prosperity enhancing policy. .

Another critical issue for expanding growth is expected to be voted on in Congress later this week Tam referrmg to,
the Tauzin-Dingell telecommunications bill. You've been living in a cavé for the past 18 months lf you haven't heaxd
or seen the millions of dollars in annoying radio and TV ads that AT&T has spent to defeat the passage of

‘Tauzin-Dingell or the millions that the Baby Bells have spent urging its approval. And if you're like about. 98 percent

of other Americans, you probably have no idea what all the hullabaloo is about Even most members of Congress have
no idea how large the stakes are in this frazzled debate. : :

1f approved, Tauzin- Dingell has the potential over the next decade to bring high-speed broadband service to nearly .
every home and business in America. Broadband service is the lightning-quick Internet network technology that is the
key to pushing the d1g1tal economy to new levels of growth and productivity. It is a tcchnology that will convert every

.~ personal computer in America into a 21st century multidimensional communications machine. it will do for

telecommunications what your cable box and satellite technologles have done for your television.

Economist Robert Cranda]l of the Brookings Institution estimates that a speedy rollout of broadband could generate
$500 billion per year in economic benefits. That prediction is backed up by history. Past efforts at deregulation - from
airlines and trucking to cable and wireless telephone service to financial services - have generated huge gains in
economic growth, innovation and greater choices for consumers. Even if Mr. Crandall is off by a factor of tenfold, the
gains to the Amencan economy of enacting a deregulation bill like Tauzm-Dmgell here are breathtakmg

So what in the world is takiﬁg so long? Today only about 1 in 12 homes are wired for broadband access. Worse yet,
only about 6 percent of small and medium-sized businesses have access today. This means about 94 percent of the
mom- and-pop operations are still on the wrong side of the digital divide.

What we have here is a classic confrontation between a barnacle-encrusted regulatory regirhe (and its industry

~ beneficiaries, in this case AT&T) clinging to a set of antiquated rules that are slamming the brakes on the adoption of

a new-age pro-consumer technology. The last time this happened was with cellular telephones. For years and years the
FCC almost single-handedly kept cellular telephones out of the hands of middle-income Americans.. Experts now




believe that if it had not been for a set of absurd FCC rules, cellular telephones would have gained widespread- use .

nearly a decade earlier than they did: Those delays may have cost the nation tens of billions of dollars in lost .
convenience, output and competrtlveness i

LA nea.rly identical mistake is now being made in broadband service. A regulatory regime, whrch grew out of the 1996

Telecommumcatlons Act, was fine for opening up the static old local telephone system to competition.

But-they were never meant to 'apply to new techno]ogies such as -broadb'and

: "Whatever the benefits this act may have had in other areas," says Intel chairman Andy Grove, "1t d1d not real]y Co
' contemplate broadband deployment " - . , : : '

One of the hallmarks of our new age economy is how rapidly new inventions are disbursed to tens of millions of
homes and businesses. As the table shows, in less than a decade and a half, inventions like cable TV, microwave : . -
ovens, VCRs, cell phones, CD players, personal computers, the intérnét were affordable and accessible to more than
half the populatron The same will soon be true of DVD players, flat panel TVs, and palm pilots. But evidently, this .
virtuous dispersion path it will not be true of broadband access, which has already been in use for nearly a decade and

'is arguably the most valuable of all new consumer and business technologxes ;

Completing the broadband burldout and expandmg hrgh-speed Intemet access will requrre money - and lots of i it. By
some éstimates, private companies will have to invest more than $200 billion to finish the job. But our current.
regulatory structure, according to technology expert George Gilder, "privatizes the risk and socializes the bénefit."
Under current law, telecom companies would be required to invest billions of their own money on the mﬁ'astmcture
but then subject themselves to government-set rates to competrtors that don't put a penny at risk.

Itisno wonder that im'zestment in telecornmrmications is in a drought condition today. A few yedrs ago investors bet
the farm on the reasonable assumption that telecom was the next great profit and growth centers of the information age
U.S. economy. Now it is one of the fastest money-losmg industries. There are many contnbutmg causes to the

- shrinking : market but the adverse regulatory structure is at or near the top of the list.

" Congress has talked a lot since September 11 about lifting the burden of taxes that restrain growth and capital

mvestment as well it should. But history teaches us that senseless regulation is nothing more than a hidden and

'expensrve tax on American consumers. It now has-the opportunity to liberate the economy from the regulatory barriers ~~

to broadband investment. And it can do so at precisely the time when it is to America's unquestionable oompetrtrve
advantage to surge into the global lead in thrs industry.

Tauzm-Dmgell though. far from perfect, has the potentral tobea strmulus bill that truly stimulates growth and

.techno]ogrcal progress

Stephen Moore is presrdent of the Club for Growth

GRAPHIC Chart, DEPLOYING TECHNOLOGY, By The Washmgton Times
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ST All the political signals indicate that the Wthe House and Congress are on a colhs1bn course that wﬂl producc a

‘*" T "bipartisan Bush-Daschle” economic stimulus plan.

o~ Thls is hke]y to be a plan that doesn't do much good for the economy at a time when the economic mdlcators are
mixed at best'and that the economy could use a tax cut lift. That tax cut should be about twice as large as what even -
the Repubhcans are seeking. : .

The recent encouragmg news on retail sales and the recent 1mprovement in the stock market can't hlde some of the
more depressing signs of economic weakness. First, more than 2 million jobs have been lost since the start of the year.
And second, thanks to deflationary monetary policy and tax drag, the U.S. has lost $300 billion in output this year.

Even the recent rise in the Dow-Jones has only recaptured a tiny portloh of the losses absorbed over the paét 20
months. The destruction of asset values is roughly $5 tnlhon, or almost $100, 000 in lost wea]th on average for every -
investor class household i in ‘America. .

Investment is almost at a standstill. The venture capital mdustry has fallen by 70 percent this year; the IPO (initial
__ public offering) market is dormant; business capital investment is at xts lowest since the last recession. The source of -
- the U.S. downturn is investment, not consumption. :

All this is to say that the need for a significant tax cut rescue plan has taken on added importance over recent weeks.
The White House is hoping and praying that the 10 Federal Reserve Board interest rate cuts and the modest Bush tax
cut enacted earlier this year will revive growth. The administration may be right. But it is sensible to dramatically raise
the odds of a full-force recovery in 2002 with a big and bold supply side tax cut package now.

Here are the steps that are needed to make that happen:
(1) Ditch the Bush-Daschle comprormise route: it's an economic dead end.

Any bxpamsan stimulus bill that meets with the approval of Tom Daschle and Richard Gepha.rdt w111 not prowde
~ much, if any, benefit to the ailing economy. o

‘The Democrat's version of a recovery plan could hardly do more damage to the U.S. economy if it were designéd by
Osama bin Laden himself. The Democratic plan would devote almost 3 of every 4 new dollars in stimulus to
.additional government social and infrastructure Spending_. And it would fund the new spending by raising the top.




* Even accounting for the tax cut already enacted, the fax cuts would amount to less than 2 percent of GDP. The Reagan _ 1

income tax rate in the future. o C S

A real growth-enhancing stimulus plan wnll neveétgaih the approval of left—wmg Democrats like Mr. Daschle and Mr
Gephardt. So don't go there. :

(2) Think big: double the stm;mlus price tag to Jump start growth. The current plén is for a stimylus plan of $75 blliion.

to $100 billion, Given the size of the crisis we face at home and abroad th:s is puny less than percent of gross
domestlc product. : o

tax cuts, which ended the mim-depression of 1978-82, wére 4 percentto 5 percent of GDP. Th1s is the magmtude of

&
&

t"fJ
[
L]

|
"l

tax cuts Repubhcans in Congress should now be consldermg

(3) A capital gains tax cut is a necessity and it's virtually free. A prospective capital gains cut from 20 percent to 10 :

percent would raise asset values (thus helping the stock market), stlmulate investment, and help 75 million mvestor
class Americans. ‘ . S : .

Best of all: The cost of this tax cut would be close to zero. In 1997 the rate reduction from 28 to 20 percent ledto a 70 .

percent increase in capital gains tax receipts (from $62 billion to $109 billion) and the largest explosion in venture
capital funding (from 1997-2000) in American History. A forward-looking capital gains tax cut (applying only to gains
after September 11, 2001) would lose at most $25 billion. The economy gets $10 of growth for every $1 revenue cost.
This is the very deﬁmtlon of a stimulus. The price tag is less than the 1ll-des1gned corporate tax rebate i in the House
bill. .

(4) Government spending won't generate economic growth or jobs: Just ask Japan. Among all industrialized nations,
Japan has by far the largest increase in public sector spending over the past decade. The entire island has been
cementéd over with public works projects. Japan is now building bridges and tunnels as it begins to pave over the
ocean with concrete. The demand-side formula has only deepened the depression. The Nikeii index, thch stood at

- near 40,000 in 1990 is now, 11 years later, below 15,000.

- Japan now has its highest unemployment since World War IL This is hardly an.economic recovery model for the U. S

to emulate Don't go there, elther

(5) Temporar-y tax cuts are-nearly wofthless. Temporary tax cuts.shiﬁ_ the timing of economic activity, but not the N .
overall level of economic activity. Some 70 percent of the House tax bill expires after 2002 and 90 percent expires
after 2003. This will surely accelerate economic activity now {taxes impact behavior, after all), but will depress

economic activity the moment the stimulus wears off. Temporary business investment tax breaks, temporary sales tax o

holidays, and temporary tax rate cuts could unwittingly prolong the recessxon rather than end it. If the tax cut is worth
doing, it is worth doing permanently. : _

Now is not the time for pinching pennies. A tax cut of $200 billion to $300 billion a year is affordable and necessary
to get America back to work. The two top pnontles for Congress should be to aocelerate the top income tax rates in
the Bush plan and to cut the capital gains tax in half.

Wxthout a Repubhcan vmtory on at Ieast one of these two priorities, the stimulus bill will have almost no noticeable
effect on growth. A stimulus bill that mostly expands government spending will actually depress the economy and is
worse than no stimulus plan at all. Democrats, who are looking te take back Congress in 2002 may be content to settle
for that outcome. Repubhcans have everythmg to lose - including their jobs - if they settle on a stimulus bill that won't
stimulate.

: Stephen Moore is president of the Club for Growth.

'GRAPHIC: Cartoon, UNEMPLOYMENT LINE, By Ramirez/The Los Angeles Times (Copley News Service, '01)
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%' Democratic victories in the New Jersey and V1rg1ma gubernatonal elections on Tuesday are, predxctably, belng

' r.jr characterized as proof that the era of big government is back Political pundits are also suggesting that the tax-cutting
Q message of the GOP, which was paydirt for Republicans in the 1990s; is no longer appealing to the median 21st

I,
. century voter. Only people who paid zero attennon to what was said in these two races could make that claim.

Surely the defeats of Bret Schundler in New Jersey and Ma:k Ear]ey of Vlrglma are blows to conservatwes Bothran

as strong anti-tax candxdates

Both attacked the victorious Democrats (Mark Warner in V1rgm1a and Jim McGreevey in New Jersey) for their secret
_ plans to raise taxes. And both lost. But not because New Jersey and Vlrglma voters opted for a return to Democratic
tax and spend policies.

Just the 0pp0s1te One of the most remarkable features of these two races was that Mr. Wamer and Mr. McGreevey

both véered as far to the right on fiscal issues as Democrats are permitted to without entirely alienating the left-wing
base of their party. They ran successful campaigns as Bill Clinton new Democrat ﬁscal conservatives eschewmg the
era of big govemment They both pledged in their debates that they would not raise taxes to balance the state budget

In fact, as any Northern Virgiman knows full well, Mr. Warner spent millions of dollars on omnipresent TV ads to tell

voters exactly that. Mr. Wamner described himself as a pro-George W. Bush "fiscal conservative" and touted his "plan

for action," indicating how budget deficits could be avoided without raising taxes. He pledged allegiance to the car tax
elimination, which had been a polar star for Republican Jim Gz]more back in 1997. Mr. Wamer sounded, in short, like
a 1990s tax-aphobic Republican. : : _

Mr. McGreevey's 11th-hour conversion to the no new taxes camp was even more dramatic. At the start of the _
campaign, Mr. McGreevey refused to pledge not to raise taxes, trotting out the traditional Democratic mantra that such
a promise would be fiscally irresponsible. But as Mr. Schundler showed signs of resurrecting his dormant campaign
and gaining ground on Mr. McGreevey, the Democrat's message became intensely anti-tax.

In the last debate, Mr. McGreevey was again asked if he would raise taxes. Point blank, he responded that there was

no need to raise taxes and that through streamlining government and agency consolidation, expenditure cutbacks could

keep the budget out of red ink. Mr. McGreevey even criticized the New Jersey Republicans (with much accuracy) for
* fiscal mismanagement and overspending and excessive reliance on debt during the Christie Whitman years.

At the Cato Institute, one of us (Stephen Meore) had been'attackihg Mrs. Whitman and the New Jersey legislature for -




exactly this fiscal proﬂigacy. e --' . '

* What was. most excmc1atmg for New Jersey hberals was when Mr. McGreevey was asked about his vote 4in 199] for
the giant Jim Florio tax increase. For years, this vote was a badge of honor for leftists, who still maintain thatMr.
Florio did the right thing. New Jersey voters sure don't. So Mr. McGreevey pulled a stunning mea culpa, saying that if
he knew then what he knows now, "No, I clearly wouldn't have: voted for that tax hike." You could just see James
Carville, the political architect of that soak the rich tax increasé, cringing in embarrassment :
Now, we've both been around politics long enough to be deeply skeptical of the Warner and McGreevey oaths not to
raise taxes. Our hope is that Mr. Warner keeps his promises "and turns out to be another Doug Wilder, the Old _
‘Dominion's most fiscally tight-fisted governor in 20 years, despite being a Democrat. But ﬁscally stressful times are
ahead for the states, and new taxes are go1ng to be mighty temptmg opt:on for these Democrats e

v4 But in both states, any such tax ﬂxp-ﬂop will prove mlghty costly pohtlcally Our ad\nce to Mr McGreevey and Mr

¢ Warner: Don't go there. -
P :

™ f M. Warner or Mr. McGreevey doubt the pohncal penalty they might face for ﬂlp-ﬂoppmg on taxes, they mlght put - -
¢ in a call to former New Jersey Gov. James Florio. Twelve years ago, Mr. Florio won a record Democratic landslide

w7 against Republican Congressman Jim Courter by, among other things, ruling out an increase in state taxes. By Jajuary - -

ST 1990, Mr. Florio's first month in office, he had "discovered” a fiscal shortfall that necessitated one of the steepest

C:’ most punishing tax increases in the history of New Jersey or any other state. And, of course, the rest is history:
Chnstme Todd Whitman road the income tax cutting agenda to a stunning vxctory, presagmg the landshde for
Republicans in 1994, ' .

One other factor played a big role in both these Repubhcan defeats: party dlsumty In New Jersey, Bret Schundler is
still waiting for an endorsement from Gov. Donald DiFrancesco, the liberal acting Republican govemor who was
forced out of this race in the spring becaiise of financial scandals. ‘

~ Christie Whltman s endorsement was tepid at best. She played into Mr. McGreevey s hand by remarkmg that Mr
Schundler had some positions eutsnde the mainstream" of New Jersey.

To all too many Iiberal Republicans, particularly in the Northeast the “b1g tent" of party unity is a concept apparently :
meant to be binding on conservative primary losers; but not on liberal primary losers like Mr. DiFrancesco.

. There's no sugar coating it: Nov. 7 was a bad day for Republicans. Democrats are sure to take a page out of the

". McGreevey and Warner playbooks and run carbon copy campaigns as they attempt to take the House in the critical
2002 midterm elections. This is all the more reason that congressional Republicans cement themselves to' a'strong
pro-tax cut position so that Democrats can't move to the right of them on fiscal issues this year and next.

The New Jersey and Virginia elections were a vindication, not a‘repudiation of the poWer of fiscal conservative values
in America. When Democrats have to run as anti-tax advocates. of fiscal restraint to win office, and when they have to
distance themselves from the party's tax and spend liberal roots, the battle for pro-growth economic policies is being

won.

Stephen Moore is president of the Club for Growth. Jeff Bell, a former Senate candidate in New Jersey, is a political
analyst for the Club.

GRAPHlC: Cartoon, CROANING A NEW FISCAL TUNE, By Rich Pope/The Washington Times
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v:r' This. week millions of patnotxc cmzens bought stock to mvest in Amenca and help prevent a financial market

%I collapse. :

&2

::’" Their eﬂ'ons were only partially successful. Foreigners and big investment. houses were selhng The Dow—J ones at one

' point in the week was down a catastrophic 1,000 points, while the Nasdaq has been ﬂlrtmg with the 1,500 mark - a
two-thirds decline from its 5,000-point high mark back in early 2000. These are massive losses in Americans' weaith.
The net worth of American cmzens dropped by $1 trillion in the days since Wall Street reopened the stock market

The murderous terronsts have not just destroyed life and property; they have caused a world of hurt to.our ﬁnanc1a1
' stablhty and our free enterprise economy. That was the1r evil intention, of course. :

-There is even some ev1dence that Bin Laden and his co-consplrators shorted the U.S. market in the weeks before they -

'unleashed their wicked acts of death and destruction so they would also profit from the ensuing market decline. It was

no accident that the terrorists chose the World Trade Center towers as their targets. These beautiful structures were the -

very symbols of America' s financial and economic might.

We are not Just ﬁghtmg a mlhtary war, but an economic war as well. Our enemies mean to destroy our orospenty and
drag down our high standard of living. Our politicians must understand that we must now respond not Just by restormg
our military supremacy, but our economic superiority as well. -

President Bush and Congress are workmg On an economic rescue plan, but the White House may allow ultrahbera.l
Democrats Sen. Tom Daschle of South Dakota and Rep. Dick Gephardt of Missouri to dictate the terms of that
package in the spirit of "bipartisanship.” If that tums out to be the case, the plan will almost certainly be severely
flawed and insufficient to avert the economic crisis we now fmd ourselves in.

- Mr. Daschle and Mr. Gephardt want tax cut glmmxcks that would be only temporary in nature and would thus have a
minimal rev1tahzmg effect on the economy.

In any case, with 80 percent public approval, President Bush must go around the liberal Democratic leadershxp and
present his own plan, a.nd then dare the far-left flank of the Democratic Party to thwart his agenda. .

“The first goal of any economic -package must be to restore conﬁdence in the stock market. Congress and Mr. Bush
must come to the urgent aid of the Main Street American investors who have risked their savings and retirement nest
eggs in a shaky market. And they should act quickly. It took just 48 hours for Congress to pass a military emergency




ajd package. It shouldn't take more than'that ‘ﬁme to pass an emeroencv'ﬁnancial re'scue"plan
' We know.from hlSlO]’y precisely how to pump adrenaline into the market and get prices up. A capital gains tax cut. In
fact, if Congress would immediately reduce the capital gains tax rate from 20 percent to 10 percent, we could®
reasonably anticipate that the stock market would regain all of the around that it lost this week - and then some. The:
stock market virtually always rises after capital gains taxes havé been cut, as seen in the graph displayed below. When'
the capital gains tax is lowered, the value of every company in America rises. This means that the stock must rise m ‘

value 100. e » o
. : He ' : o

Many Democrats fiercely oppose any reduction to the capltal gains tax-as 1f itisa v1olat10n of their core rehgnous
beliefs. Rep. Charles Rangel of New York reportedly threw'a tirade when House Speaker Dennis Hastert, Illinois - - .

~ Republican, suggested that the capital gains tax penalty be sliced in half. Mr. Rangel believes that only the rich would '
benefit from such a policy. But no one has ever explamed tome howa fallmg stock market helps any American.

MIFalling stock values hurt our soldiers, our seniors, our union workers, our minimum wage earners. And boosting the

S:’stock market will help the 80 mllhon to 100 million Amencans who today own shares of Amencan compames
Next Presndent Bush should propose some tax relief for the ailing manufactunng sector that has lost more than 1 -

P 1million jobs over the past 18 months. The best plan here would be to allow companies to immediately expense the

T capital purchases for plant eqmpment computers, R&D, etc in the year that they. mcuned the expense.
T

C5:’Fmally, all the tax cuts in the ongma] Bush tax plan passed back in the spring should be nnplcmented 1mmed1ately,
z not over 10 years. I would adopt an effective date of Sept. 11, 2001. This would 1mmed1ately lower tax rates to 35
percent and imimediately end the death tax. : :

There really is nG time to waste in getting these tax and regulatory reforms enacted. The U.S. economy was already -
teetering on the verge of recession before these planes struck their targets. Now a recession is almost a certainty-the
only issue is: how long, how painful, how much wealth and income, and how many _]ObS will Amcncans lose over the :

next several months‘7 It could get very ugly fast. : o

President Bush must take a page-out of Roriald Reagan's economic playbook. A recurring lesson of American history
is that we have won every major war because we had an industrial might that simply overwhelmed our opposition.
Most recently, rapid economic growth was instrumental in winning the Cold War against the last great €vil of the
planet: totalitarianism. Ronald Reagan proved brilliantly in the 1980s that we can, if we simply get our economic
policies aligned correctly, afford to pay for guns and butter, whereas our enemies with thelr inferior economic systems

~ must choose between the two

Mr. Reagan's adversaries here in the U. S thought the idea of cuttmg taxes and ﬁghtmg a war at the same time made
“little sense. But it was precisely the economic growth, inspired at least in part by the tax cuts, that convmoed the ‘
Soviets they could never win an arms race with us. A : _

- Defense Secretary Donald Rumsfeld was right on the mark when he announced last week that we are now to fight the
first 21st century war. This requires adopting a set of wartime economic measures that will push the pedal to the metal
of our new age high-tech industrial structure. The measures will be designed to hyper-acoeleratc our rate of economic
production to the 5 percent to 6 percent range. : :

Restoring prosperity to our economy - quickly - would be one of the sweetest forms of revenge against those who hate
us. Bush now clearly has the capacity to ram through Congress an aggressive policy of growth. ’Ihe plan he comes up
with may very well ult:lmately deﬁne the degree of success or failure of his presidency.

Stephen Moore is president of the Club for Growth.
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The President's Commrss:on to Save and Strengthen Social Secunty reconvened to examine reform optrons The “
commission has documnented in its fitst report that doing nothmg is about as sensible an optmn as allowing the Tltamc

to move full steam ahead to the iceberg.

Leﬁ-wing fringe group_s want to do just that. They have staged protests claiming .that the commissjon's'true agenda is .
to "destroy Social Security," as House Minority Richard A. Gephardt and so many others have alleged. But the . "

hysteria is a proof positive sign that opponents of personal accounts are getting desperate and are losing the hearts and

minds of Amencan workers, who want to -get more for their. money.

Privatization is regarded by liberal Democrats as a frontal assault agamet the nanny state cradle-to- grave fortress that’
was first erected by Franklin D. Roosevelt some 60 years ago. They are actually quite right about that. Privatize Social

. Secunty and the rest of the New Deal/Great Society welfare state w111 come a tumblin' down.

So thg stakes are high. The commission had better get the plan nght - both from a financial and pohtxcal standpomt -

" so that they don't give Mr. Gephardt and his cronies a brg red round bull' s-eye to shoot at.

The ﬁrst thmg they ought to dois callon Rep Jim DeMrnt South Carolina Repubhcan who has draﬁed asavvyand -

sensible private investment plan. Mr. DeMint's brainchild promises to get us toa fully private retrrement system
within a generatron, faster and with less political resistance than any plan ] have seen. .

Mr. DeMint recogmzes that tacttcally, it makes sense 1o pre-empt the strongest argument that the left has agamst
private investment accounts. Opponents really only have one semi-persuasive argument: that private investment in the
stock market is "too risky." In this lousy stock market, that argument has an aroma of truth to it. Most Americans lost
money in their 401K plans last year for the first time in anyone's memory. The bearish market reinforces the message
that stocks are too risky to gamble your retirement dollars on. (Let's set aside the fact that now may actually be the
ideal time for workers to begin investing their payroll tax dollars, when the market is down, down, down, Buy low,

 sell high is the first rule of investing.)

The brilliance of the DeMint plan is that it guarantees a benefit no lower than Social Security would offer and thus

- removes virtually all of the "risk" from private investment accounts. His legislation, called the Social Security
- Personal Ownership Plan, is modeled after the Thrift Savings Account Plan that is now offered to federal workers,
. including, by the way, members of Congress. It has the added attraction that it is completely voluntary for workers.

Those who don't want to control their own accounts may stick with Social Security.




The. DeMint plan is also geared toward helping the lowest wage workers the most. He would allow factory and

. -'service workers, for example, to immediately invest as much as 8 percentage points of the 15.3 percent payroll tax into

" ‘private investment accounts. Higher wage workers would start with a 3 percentage point diversion-of the- payroll tax -

into private accounts. President Bush'’s proposal only allows low-wage workers to divert 2 percent of their pajchecks -
to IRA accounts. This means that lower income workers would be able to acquire real wealth much faster than under
the Bush plan. This progressive feature of the proposal also solves the practical problem with some plans that lower
wage workers might not be able to put enough money into theit pers0na1 accounts (if the cap were 2 percent) to cover
the administrative costs of pnvate accounts. SN - :

o “

The DeMint plan also overcomes the "transitional ﬁnancrng" problem that has liberal cr1t1cs of pnvauzation allhot

~and bothered. The DeMint plan would pay for current benefits out of payroll tax revenues plus borrowing from the .

on-budget surplus that is projected over the next dozen years or so. In fact, Mr. DeMint has run the nunibers with the -

help of Social Security actuaries, and what he has found is that whereas the "do nothing” option would require an -
i unfathomable $22 trillion of new debt over the next 75 years, the DeMint plan lowers that accumulated deficit by
@ two-thirds because of the higher rate of return private investment offers. Any American 20 years of age or younger,
i~ could rely exclusively on thé earnings from the personal-accounts, and wouldn't need a'dime of Social Security.
m

I have always believed that the three key components of Socia] Secunty prlvate accounts are:__ .

"«T
vy (1) No benefit cuts for semors or near seniors. Social Secuntys prom1ses need to be kept for the elderly and

¢) near-elderly: : _ , : .
P, ' ’ '

™ (2) The plan should be voluntary No one should be forced to jom

3) Every worker should be guaranteed a minimum beneﬁt payment when they retire,. regardless of how poorly their
accounts mlght do. S

To my del,ight_ed surprise, I learned last week in a meeting with Mr. DeMint that these are precisely his priorities as l
well. "Aceess to real personal financial wealth should not be reserved for the privileged fe‘w," Mr. DeMint says o

Mr. Bush and the members of h1s commission should adopt this model.plan as their own. No other plan to my-
knowledge allows even the lowest income workers to build-up rea] castles of wealth more quickly. and efficiently than

the DeMint plan:
The plan is bullet proof.

"Refornnng Social Secunty is our generation’s D-Day," Mr DeMmt says. "To leave future generatxons with the
multitrillion-dollar debt of pay-as-you-go Social Secunty is the coward's way out." '

He's rrght of course. The question is whether there are more patriots than cowards on Cap1t01 Hrll these days
Stephen Moore is president of the Club for Growth. -
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Republicans have struck polmcal pay dirt W]th the tax rebate checks that are now being delivered to the mallboxes of
Ainerican taxpayers. ,

For weeks now tax cut skeptics have been ridiculing these tax rebates as financially irrelevant to most families, but
I've yet to meet anyone who isn't eagerly awaiting their $300 to $600 check from the IRS. At parties, on talk radio, and
in casual telephone conversations, all anyone wants to talk about is how they're going to spend their windfall. CNN's
Web site chat room is -ﬁ]led with wild and innovative ideas fdr blowing $300 for anyone who is interested.

Econoszts are busﬂy debating what the ﬁnanc1a1 impagct of these checks will be. But it's really irrelevant what people
do with the money - whether they use it to pay down credit card debt or to buy a new car stereo system - it's their ..

" money, they should do with it what they please The point is that these checks are a deserved and apprecxated down

payment on the Bush tax cut.

.The pdpulanty of these rebate checks got me to thinking. Why not send out an automatic tax rebate check every year --
‘that Uncle Sam runs a tax surplus? The size of the rebate check could be made’ conditional on how much of the -

surplus was not ﬁ'mered away by congressional appropnators and their voracious spending appetites each year

In other words, the pronnse of tax rebate checks could be the ultimate check and balance against the stampede of
federal expenthures :

At the start of each fiscal year, Congress should determine the size of the expected non-Social Security tax surplus.
Congress should then announce how large the expected surplus tax rebate would be for the typical taxpaying family.
Under this new law, discretionary federal spending should be permitted to grow no faster than the rate of inflation
(CPI growth) each year. If economic growth came in faster than expected, federal revenues would be higher and the
rebate checks would be more generous. If Congress raced through its own appropriations speed bumps, the surplus

-checks would be correspondingly smaller.

My suspicion is that the prototypical soccer mom, who may not care a whit about politics, would be hopping mad that |
the rebate check she was counting on from the IRS to help pay the plumber's bill or for summer camp tuition, won't be
commg this year because it was mtercepted by the proﬂ1gate spenders in Congress who found other uses for the

‘money.

Herein lies the ingeniousness of the automatic annual rebate plan.




“ A i | “ |
L

For the first t1me in decades, ﬁscal conservatives would actually have a tool to gin'up political support for tnmmmg

frivolous spending whenever and wherever possible. Voters would be given a financial incentive to keep the.

government's budget under a m1croscOpe and to F&pel Spendmg for grants to the Pillsbury Dough Boy, obscene art
exhibits, or the Bud Shuster moving sidewalk in Pennsylvania. Every dollar saved would be an additional dollar to be

-passed back to income taxpayers in the form of a.bigger rebate check. Election year pork-barreling would lose its "free

lunch” appeal because the marble-plated parking garages and the snow pea resbarch funds would translate into less
dollars available for a b1g rebate check every July _ C \ '

Under this plan voters would think anew about suppoﬁing absurd new entitlement programs, such as the Kennedy =

" plan for prescription drug benefits for seniors. Young voters who want the rebate check to help payoff their student -

loans would be butting heads with seriors who want yet another multi- billion-dollar taxpayer hand-out for free Viagra
plllS If voters were aware that Congress' prescription drug benefit plan for seniors, with its gargantuan $300 billion

- price tag, might mean some $100 a year off their tax rebate check, worker enthusiasm for tlns new freebie entnlement

zzéaﬁlrzrs?

might start to wane.

Congressxonal budget hawks like Sen. Phil Gramm Texas Repubhcan would havea ﬁeld day with this new automatic -
tax rebate plan.-Mr. Gramm could announce, "Gee, I'd like to support this $50 billion plan to replemsh the IMF, but I
can't because it would mean that Texans would only get half the rebate check they re expecung in '02."

As the attached chart shows, federal appropnatlons have riscn more than 25 percent over the past four years. My
forecast for this year is a 7 percent to 9 percent growth in appropriations leading to our ﬁrst $2 tnll:on annual budget.

" This comes on the heels of last year's 10 percent spending rampage. -

Economlst Larry Kudlow calls this phenomenon the "curse of the budget surplus" because there's no longer a
rationale to spend tax dollars frugally. But-the Automatic Tax Rebate plan turns a curse into a taxpayer blessing.
Surpluses mean bonus tax rebate checks in the. mail. What's obvious from recent spending trends on Capitol Hill is
that any plan that can create a political consntuency for smaller government, would make a lot of economlc sense:

~ these days.

“The Automatic Tax Rebate plan would also helghten the polmcal appeal of slashing tax rates and ulnmately reformmg

the federal IRS tax code.

The experience of states like Colorado that have similar automatic rebate plans is that state legislators Wwill cut taxes if
they realize. they can't spend surplus dollars on ribbon cutting ceremonies back home. Where's the j Joy in collecting tax -
dollars in the ﬁrst place 1f you're effectxvely prohlblted from spending them?

Fmally, there is economic justice unbedded in this plan. Tax surpluses belong to the people not the pohtlc:ans I
believe it was H.L. Mencken who once called-the federal spending process an advanced auction on stolen money.
Under this rebate plan voters would be reminded that the federal dollars that Congress lavishes-on us with such
generosity is simply money stolen from us in the first place.

Stephen Moore is president of the- Club for Growth

GRAPH[C Cartoon, "HONEY OUR TAX REBATE ARRIVED!. . I'LL BRING IT IN JUST AS SOON AS1
WRESTLE IT AWAY FROM TOM DASCHLE!", By H. Payne/Detroit News, 2001 '
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wr There was no more frustrating feature of George W. Bush's tax cut enacted last month than what happened w1th

sy death tax. Those who fought to get rid of this unfair extraction are hopping mad - and they should be. The new la
2 phases out the death tax from its current 55 percent rate down to 45 percent in 2009, then repeals the entire tax m
"“'“ 2010, then remstates this onerous tax at 55 percent in 2011. "

This is a tax that penalizes people for saving; has compliance costs that: are about has high as the dollar amount -
collected; and does so much damage to the economy that it. may actually lose overa]l revenues for the government.
Americans general ly know all of this. : :

That's why roughly 2 of every 3 Amencans wants this tax abolished pronto even though very few will pay this tax
" directly themselves.

The left-wing supporters of the death tax understand full well that ‘they and their redxstnbutlomst cause have survived
to fight a:nother day. ' A

One of the leading pro-death tax groups, called "Responsible Wealth " declares gleefully on its web site: "The Battle
Isn't Over Yet."

Unfortunately, they are right. The Republlcans have seized defeat out of the j jaws of victory. This is a major
disappointment for taxpayer advocates, because the pro-death tax forces had been circled arid were defenseless with
no means to avoid the slaughter. The votes were there in Congress to kill the tax immediatély and forever, if the
Republicans in the House and Senate and President Bush would have simply pressed their case and carried on the
fight, rather than agreeing to a hollow victory. .

Over the whole history of the United States, the estate tax has been a Dracula tax - it simply will not stay dead. The
first U.S. death tax was enacted in 1797 to provide ﬁmdmg for the military but was soon abolished. :

Other death taxes, enacted during the Civil and Spamsh—Amencan wars, were also quickly repealed - but always
subsequently resurrected. .

“Our modern day death tax was enacted in 1916. Proponents, including the pro-tax group, Responsible Wealth, contend

- that entrepreneurs a century ago were responsible for its enactment. "Then as now," the group claims, "wealthy people
took the lead in arguing for estate taxes." Responsible Wealth cites industrialist Andrew Carnegie's book, "Wealth,"
which opposes the creation of vast estates. This interpretation of the tax's origin overlooks the key role of another




* group: the socialist movement. ; . R '

Infact, the continued existence of the death tax in«the turrent federal tax code is one of the most visible sign of the
influence of the socialist movement on the U.S. policy scene. Karl Marx was also a huge proponent of the wealth tax
approach to private property confiscation and in fact, the wealth or estate tax was one of the leading: pollcy L
recommendations contamed in the "Communist Manifcsto." = . \ h

The writer Edward Bellamy was another leading socialist in his day. Tn his bools, "Looking Backward," Bellamy
describes a future utopia, where there is "no private property to speak of, no disputes between citidens over business -
. relations, no real estate to divide or debts'to collect." Nor is there inherited wealth. Bellamy writes, “When we made, - .
" the nation the sole trustee of the wealth of the people, and-guaranteed to all abundant maintenance, on the one hand
abolishing want, and on the other checking the accumulation of riches, we cut this root, and the poison tree. that
_overshadowed your society withered, like Jonah's gourd, in.a day.” This book about a. utop1an socialism is actually
0'1 cited by RespOnSJble Wealth as presentmg a persuasive case for the death tax : :

""" The first. reference to the death tax ina U S. political platform occurred in 1892 the. Socrahst Labor party demanded a

I "progressive income tax and tax on inheritances; the smaller incomes to be exempt." The party repeated its demand in

w4 1896. By 1904, the Socialist Party platform pledged to "work in both the economic and the political struggle" for the

w7 "graduated taxation of i mcomes mhentances franchises and land values

] ' o

€2 Milton and Rose Fnedman observed "ln our oplmon, the Socialist Party was the most influential party in the United

P States in the first decades of the 20th century.” The Socialists held the balance-of-power in nearly 225'congressional
-elechons including 120 lost by Democrats, and had 1,000-plus officeholders at their peak. In 1912, Democrat Wilson
lost 22 electoral votes in states where Socialist Eugene V. Debs held the balance-of-power. Wilson's signing of the
death tax prior to the 1916 election was a pragmatlc attempt to co-opt the Socialist vote by taking over a key

3 component of the socialist agenda. . -

' The death tax was originally set at below 10 percent, but it qmckly climbed to well more than 50 percent -
_confiscatory rate that somehow remains in place today. It remains in place despite the fact that 92 percent of
Amencans who are nch today earned their wealth, they did not inherit it. :

Reps. Dick Armey, Texas Repubhcan and Pat Toomey, Pennsy]vama Repubhcan,have introduced leglslanon to make -
the death tax repeal in 2010 permanent. But for now, the death tax is still robbing our graves and this perpetual ﬁght
~between free—market capxtahsts and left-leaning income redistributors rages on.

One thing is for sure, until thxs tax is entirely extmgulshed with a stake driven ﬁrmly through its heart, the legacy of
" the soc:ahst movement in America will continue to be a central feature of the American tax system

Stephen Moore is presxdent of the Club for Growth. Greg Kaza is executive drrector of the Arkansas Policy
Foundation.

GRAPHIC: ‘Cartoon, YOU CANT TAKE IT WITH YOU. .. BY Goxrell/Richmond Times-D,ispatch (Creators.
Syndicate, Inc. 2001) '
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=r Since about 90 percent of the laws passed in Washmgton harm the economy, rather than help it, it's worth celebratmg

%I those rare occasions when Congress actually does something that is good for Amenca s long term prospenty Pres1dent
E Bush's tax bill is one of these rare policy ach1evements \

™' No one has complained of the defects of the tax bill (too back-end loaded to belp the economy anytlme soon, too small
given the giant tax surpluses we now have, and too much of a concession to the class warfare rhetoric of the left) than
I have, but this should not blind us to the genume accomplishment that has been delivered by George W. Bush and the
GOP's congressional leadership. '

~ Why have I laid aside my past reservations to trumpet the Bush tax bill? Here are 10 reasons why conservatives should -
celebrate this bill's passage

(1) When it comes to tax cuts: size does matter. One of the strongest arguments for the Bush tax cut is that it will take
$1.35 trillion over the next 10 years out of Washington. This tax cut is the best conceivable repellent to new spending. -
‘This is precisely why the Democrats fought so tenaciously to prevent a tax cut of this magnitude from ever being -

enacted. Workers businesses, and parents can spend $1. 35 trillion much more efficiently than Congress can.

(2) A return to the supply side. As Larry Kudlow argued in NR Online earlier thls week, the tax bill prov1des some
‘modest, but not inconsequential, increases in supply side incentives to save, invest and take risks. Mr. Bush wanted to
slash the top tax rate to 33%. Instead he settled for 35 percent. But hear this: The elimination of the phase out of
exemptions and credits bnngs the effective top income tax rate down by at least one more percentage point.-We didn't
repeal the whole Clinton tax mcrease of '93, but this is a very nice start.

(3) Vindication for the politics of tax cuts. Moore's law of politics is that no one in the history of American politics

ever lost an election by voting for tax cuts. After months of the media assuring us Americans don't really feel that tax |
-cuts are a "high priority," every vulnerable Democrat in the Senate voted "aye" on the final passage of the Bush tax

cut. Sen. Dianne Feinstein, California Democrat, voted for tax cuts. So did Jean Carnahan of Missouri, who neverhad
a nice word to say about tax cuts in her life. So did Sens. Max Cleland of Georgia, Max Baucus of Montana, and Mary '
Landrieu of Louisiana. They must know something about the polmcs of tax cuts-that the folks at CBS and theNew  *
York Times cannot seem to fathom

" (4) The leftis fuming. It ﬁnally dawned on me: If this bill is so watered down, why is it that people like Tom Daschle,
Dick Gephardt, Paul Krugman, and the entire staffs of The Washington Post editorial page and the Center for Tax
Justice have been whining continuously about how horrible this "ill-advised" tax cut is going to be for the nation? Paul




l(rugman moaned on NPR recently that this talx bill's price tag is really closer to-$2 trillion.” ..

" Let's hope he's right. ' : : - e T,

(5) The GOP has finally put the 1990 "read my lips" debacle behind it. Taxpayers can trust Republicans again. Tax
cuts were the crown jewel of the Bush domestic policy platform The White House absolutely had to have this win and
they got it - notwithstanding several near-death experiences in the Senate. Bravo to Karl Rovc, Paul O'Neill, Larry
Lindsey and the whole White House lobbying team that snared this vnctory for the pre51dent and the. country The
ghosts of chk Darman have been put to rest. , . o

. '(6) McCain is now certifiably McCrazy. Sen. John McCam Arizona Repubhcan, showed hls true colors He actually

43]

2?1‘5}541?28

voted against final passage of the Bush tax plan. He was one of only two Republicans in all of Congress to do so. Why . -
this act of Jeffordsonian betrayal? Because he proclaimed that the bill favored the rich too much at the expense of
lower-income Americans. He co-sponsored a poison pill amendment with Tom Daschle, South Dakota Democrat to
gut the Bush tax plan. Mr. McCain's evil plot was foiled thankfully by one vote Predlctlon John McCain wxll pever
agam seriously contend for the Republican nomination for president. :

(7) Tax-cutting success generates its own momentum. Why not another tax bill ne_x't month to cut 'th_e capital-gains
tax? To give business well-déserved tax breaks? To phase in the tax cuts even faster? To repeal the death tax soqner?
The conservatives in the House, including people like chk Armey, Texas Republlcan and Pat Toomey, Pennsyl ania

Republican, are already working on it.

(8) Class warfare rhetoric fell flat. The left's chief rallying cry against the tax bill for these last three months was "tax
cuts for the rich." It didn't play in Peoria. Here's an example: In a recent McLaughlin and Associates survey, 60 percent
of voters said they favored eliminating the death tax even for "billionaires." The lesson: the growth argument of the
right once again trumped the envy argument of the left. John F. Kennedy was right: a rising tide does lift all boats. .

(9) Fire the Joint Tax Committee. The biggest obstacle to tax cuts this year was Lindy Paul, the staff director at the
Joint Tax Committee, which predicts the revenue losses from tax cuts. Lindy Paul consistently vastly overstated the

"cost" of the tax cuts, even predlctmg that a capital-gains cut would lose revenues, when history proves ooncluswely

that capital-gains tax cuts always raise revenues. If we want more tax cuts, we need to 1ns1st on real world scoring at
the JT C . :

(10) Want tax cuts? Vote Republican. Republicans win when they draw sharp distinctions with Democrats. On the tax
issue, they have done just that. Every Republican in the Congress, save two (Sen. Lincoln Chafee of Rhode Island and
the aforementioned Mr. McCain) voted for tax cuts. Meanwhile, the Democratic leadership and all the left-wing
interest groups rallied against tax cuts. This sharp distinction on the tax jssue can only help the Repubhcans which is
now genumely the party of Ronald Reagan. ,

So conservatives should take some Prozac and cheer up. We've just passed the third-largest tax cut smce World War
II. This might not have been a Reaganesque accomphshment but it's awfully close. .

Stephen Moore is pres:dent of the Club for Growth.
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The $1.3 trillion tax bill that is on its way to Pres1dent Bush's desk, alas has one monumental defect..

The tax plan provides too little tax reduction too late to help the ecoriomy any time soon. This is a problem that 1 and

others have been blaring with a megaphone to the White House and the congressxonal leadershlp since the tax debate _

started back in January.

Apparently, no one is listening. The tax bill has gonen less 'economlcally st:rhulatxve smaller in size, and more
back-end loaded as it has meandered its way through Congress. What Congress is about to pass is a tax bill that would
be terrific for America if we were living in 2011. . . : ,

" Bat, of course, this is 2001. And in 2001 the economy and the stock market are ailing. But the data below show that
- the tax cut does not provide much juice for the economy until about 2005. A supply-snde tax sﬁmulus is needed right

now - not in 2005 and beyond
LE

‘This bill is s not just the wrong medication for the economy It is also polmcally boneheaded In 2002, the Republicans

must try to hold precarious majorities in the House and Senate in crucla] midterm elections.

In 2004, Mr. Bush must run for re-election. In other words, Republicans will face voters twice before having prowded

~almost any short-term tax pohcy changes to enhance capital investment, savmg, risk-taking or job creanon

Now it is certainly plausible that the animal spirits of the information age economy, with some useful proddmg from
the accommodationist Federal Reserve policy of late, may muscle the high tech and manufacturing sectors back into

shape even without any tax cut st:lmulus The economy may soon roar back to life, in which case the Republicans will.

be home free.

" But what if it doesn't? What if the economy remains stalled and the stock market continues to slip into bearish

territory? Investor class voters are not going to be happy campers. Under a bearish scenario the political implications -
are almost 100 percent predictable: congressional Republicans will get wiped out in 2002. Mr. Bush may be evicted
not long thereafter. And they will get tossed out because of their failure 1o rescue the economy when they had the

opportunity to do so.

‘Why, for heaven's sake, take that chance?

As eun'enﬂy drafted, the tax bill provides just one microscopic supply-side stimulus to the econorhy before November




2002. It nicks the top tax rate down from 39.6 percent t0.38.6 percenr And then there is no further reducuonm the :

" highest tax rate until 2005. That's what all the hullabaloo is about? This has about as rnuch chance of hot-wmng the 3

- economy as a butter knife has of cutting down a mighty oak tree

Now it's certainly clear that the antl-growth Democrats in Congress constrtute an 1mposmg obstacle to the ,
Republicans' passing even a mildly stimulative tax bill. The Democrats have become so ensconced in class-warfare B

" ideology that they are now seemingly genetically incapable of endorsing any change in tax pohcy that ‘would help the

economy. Any change in tax policy that would create prospenty, rmght also madvertently help_nch people Tom
Daschle and D1ck Gephardt will have none of that,  ” %-' : : g ST

: 'Georgxa s Sen. Ze]l Mnller the one Democrat who has consrstently supported tax cuts thlS year recently chastlsed his;

colleagues, noting that they are "1s no longer the party of pro-growth tax-cuttmg as. it was under JFK "

Tragrcally, he is nght.

Why not add a three-year capital gains tax cut to 15 percent, effective immediately? Sens. Wayne Allard, Colorado
Republican, and Judd Gregg, New Hampshire Republican, have sponsored an amendment to do just this. A
capital-gains cut is the one tax-change that could almost immediately rally the stock market; stimulate capital -
investment, and reverse the drought in venture capital funding that is dragging down the high-tech sector of the J
economy. To do this will cost virtually nothing in terms of lost revenue. It is virtually a free tax cut, that will do

% world of good. It is an insurance policy against recession, and that's a pohcy that every Repubhcan up for re-electlon
in 2002 should gladly take out. '

Whether it is fair or not, this is the George W. Bush eoonomy, smpld Passmg a tax b]ll w1th delayed tax cuts'in 2005 3

‘and beyond puts both the economy and the GOP in needless peril.

Fix it in the House-Senate Conference by gemng more tax relief and rate reductlon up front and by demandmg a
capital-gains cut. This will require President Bush to fight for further cuts and even risk defeat. He will need to stand
off the class-warfare rhetoric that will be thrown in his face. But he will prevall because Americans want a tax cut

now not five years from now.
This ﬁght will give Mr. Bush and the Repubhcans a vrctory that they can truly savor. -

Stephen Moore is president of the Club for Growth

.GRAPHIC Chart TOO LITTLE, TOO LATE; REVENUE GROWTH VS. TAX CUTS, By The Washmgton Times
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:‘r Don't look now, but with the budget agreement reached this week, 1t now appears that federal spendmg is going to end
T up growing at about 7 percent this year - or almost twice the spending rate under Bill Clinton. Good thmg we've got
l,._ Repubhcans in charge to keep govemment as small and confined as possxble ' _

™~ -

George W. Bush started the budget process with a reasonable, but slightly overweight budget He called for 4 percent
growth i in spendmg (Inﬂatlon correctly measured, is running at maybe 1 percent.)

The budget deal struck this week between the Congress and the White House ratchets that spending number up to
almost 4.5 percent. Some of this extra spending, of course, was due to demands by those dirty, rotten Democratic
_ spendahohcs up on Capitol Hill. But a lot of it was a result of démands by those no-good spendaholic chubhcans that -
seem to be dominating the Republican agenda these days in Congress. Many Hill Republicans, who pontificate agamst
- big govemment were quietly breathmg a 51gh of relief over the new mﬂated baseline i in federal Spendmg

Now a'4.5. percent growth rate of the federal budget may not seem like the end of the world - and it isn't. But George
W Bush campaigned for president on the promise that he would hold spending to a 4 percent rate of growth. So here's
the problem: We're not even going to end up within spittin' distance of 4 percent. History teaches us that the spending
levels set by thie budget resolution in the spring become floors, not ceilings, on allowable expenditures. Once the
congressional appropriators start mendmg together the actual budget blllS in the summer and fall, spendmg mewtably

gets ratcheted up.

My prediction of 7 percént spending gromh this year is based on se'veral ﬁscal reality checks. First, expect'to seé
about $5 billion to $10 billion in "emergency spending” for victims of drought, floods, hurricanes, meteors and the
like. My estimate for emergency spending is conservative and falls somewhat below the average for the past four
years. ‘ _

‘The budget will grow faster this summer and fall than currently advertised for other reasons. First, Republicans will
surely capitulate to Democratic demands for Medicare coverage of prescription drugs. Figure that to add at the very -
least another $10 billion to $15 billion a year to spending. Second, the Rumsfeld Commission on military resuucttmng
will almost certainly call for more dollars into the defense budget. I'll sidestep the issue of whether the
$300-billion-a-year Pentagon actually needs more money, because that's beside the point. The point is there will be
more money for defense that isn't now accounted for in the current budget estimates. -

Now the Democrats are making a play to allow up to half of the $100 billion tax cut stimulus plan for new spending, | .
not tax relief. Of course, if government spending could stimulate the economy, we would see soaring rates of GDP and -




. JOb growth nght NOW. Aﬁer all, last year the budget rose by almost 8 percent E '

' What's behind thrs shopping spree impulse that has invaded” Capltol Hill of late? Blame the: towenng tax surpluses that
make extra spending seem prudent and. affordable. Put a fat budget surplus estimate in front of appropnators and they
start drooling uncontrollably like Pavlov's dog. This year's surp]us ison tap to exceed $200 bllhon, dependmg on
whether Congress passes a $100 billion tax rebate - , TR

Now some in Washington are already making excuses for.the: coming. shopplng spree. They say some extra spendmg
this year is justified to make up for some years of excessively tight budgets. We need, they say, to’ ‘start malang some
"investments" in federal programs to make up for the years of neglect. What neglect? Federal spendmg hasn't been
 held under tight reins in recent years. In fact, just the opposite is true. The federal budget for. discretionary spending .
- has risen from $534 billion in 1996 to $646 billion this year. Nondefcnse dlscretlonary spendmg has nsen by 2 percent o
to S percent over this five-year period. o , '

(1] ' ‘ '
@ The bottom line here is that someone has to start holdmg the hne on Spendmg If Repubhcans allow the budget to

% grow at twice the rate it did under Mr. Clinton, many. conservatives are going to start asking the legmmate question:
™ What are Republicans good for? Of course, if the GOP can deliver the crown jewel of their’ ecoriomic program, the
$ 1.5 trillion tax cut, this could excuse some excessive celebratory spending this 3 year Buta. 7 peroent increase? J .

r:r
I'ﬁt The ultimate defense against this spending bulge is the prestdentral veto. Mr. Bush must srgnal to Congress that

€Y percent to 5 percent spending growth is a cap that he will enforce with his veto pen. Powerful presidents have proved
P they can use the veto to grow their clout, not as an expenditure of political capital. Mr. Bush's budget vetoes would be

N all the more hheered by taxpayers if they were rejections of Repubhcan pork.

T've sard it before but it bears repeating: Washmgton already has one party of big government We surely don't need
I two. _ .

Stephen Moore is president of the Club for Growth.
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"W George 'W. Bush.is being accused of a terrible sin: "talking down the economy " Sen Tom Daschle, South Dakota
CJ' Democrat, recently complamed that Mr. Bush's negative vibes are "very ha.rmful to the economy. " o

N Apparently, what we need from Washington now to bring jobs back and rally the stock market is happy talk. When -
Mr. Bush refers to the slump in the economy or mentions the dreaded "R-word," he is accused of torpedoing the
economy for his own political gain. The left is still stewing over a statement made by Dick Cheney right after the
elections when he urged passage of the Bush tax cut because "we might be on the verge of recession." Goodness, how
reckless of the vice president.

. The allegation that the Bush administration has been exaggerating_the ‘weakness of the economy is absurd on several

fronts. First, the economy is weak. The latest economic news that the gross domestic product grew by 2 percent in the

- first quarter of 2000 points hopefully to our steering clear of a recession. A recession is technically two consecutive
quarters of: negatwe economic growth. But we're hardly out of the woods yet.

The manufactunng and high-tech sectors have been in recession for at least elght months now. The Federal Reserve
a far cry from prosperity. .

In any case, how in the world does George W. benefit from economic pessimism? Let's assume for a minute Mr.’
Bush's critics are right: that Mr. Bush's mere utterances can cause a crisis in confidence and that a gloomy outlook
from the White House can become a self-fulfilling prophecy. If that's the case, the administration's incentive is to be as
Pollyamsh as possible. After all, it's Republicans; not Democrats, who are gomg to get thrown out of office en masse
in 18 months if the economy contmues to tank.

. Mr. Bush hasn't been talking down the economy at all, in fact, if anything he has been too slow to acknowledge the
slowdown. He has refused to capitalize on the ailing economy to boost the case for a bigger and faster tax cut. In fact,
it's the Democrats, not the White House, who have proposed an $80 billion tax rebate stimulus this year to get money"
into the pockets of consumers quickly. What for, if we're not in recession? ,

- When George W.'s father was president the very same hberal critics skewered Bush Sr. for his failure to acknowledge
and respond to the recession. George Bush Sr. was said to-be insensitive to the plight of the working man - out of
“touch and unable to "feel the pain" of real America. Now the son is attacked for being overly sensitive to laid-off
workers and for paying too close attention to the stream of negative economic news. The Bushes can't win.

Board reported last month that Americans lost some $2 trillion in the stock market in the fourth quarter of 2000 That's :

.




. But here's the most preposterous allegation of all. In an April 13 commentary in the National Journal, titled "The.
' ., power of negative thinking," reporter John Maggs says George W.'s economic pessimism is nearly- unprecedented He -
quotes Andy Kohut, director of the Pew Research Center, Who says he has never heard a presrdent be s0 ‘consistently’
dour about the economy According to Mr. Kohut: "We're in new territory- here. Presidents. usua]ly say everythrng is
great, and I 'm responslble Now we have one saymg everythmg is lousy,' and 'I! m not responsfble LE - :
Mr. Kohut, T would like to introduce you to someone, Hrs name is B1ll Chnton There has arguably never been a
president who talked down the economy more persrstently.*for polmcal gain than Mr. Clmton Hrs mantra as president
was that "we have the worst economy in 40 years.” When he announced his record tax increase. to the American
- people, be said it was necessary because the budget outlook was "much-worse than I thought." This was all utter
" hogwash. The economy had grown at a brisk pace for a full year before Mr. Clmton became presrdent The budget
outlook did not change much before and after Mr. Clinton's electron . SR Lo

t~ Mr. Clinton was aided in this canard by a compliant media that throughout the 1992 presrdentral campann portrayed

gig the U.S. economy in the most dire terms, even though the reeessron ended in mld 1991.
1%

™ One last point. Can presidents successfully steer the economy up and down just through their words of confidence or
" »4 malaise? Perhaps a bit. Jimmy Carter just exuded doom and gloom, and every time he opened his mouth the country .
St seemed to take a tum for the worse. Ronald Reagan's optimism'and can-do attitude was clearly contagrous and “Fo

“T investor: conﬁdence

:::; But let's face it: There's only one politician in this new-economy age who'can magically move markets with a mere
| gesture, facial expression or brief utterance. And his name is not George W. Bush. It's Alan Greenspan. .
' . .. X . N . . .

Stephen Moore is president of the Club for Growth.
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Watching the tax debate unfold on Capnol Hlll you would think Congress has been infected with Mad Cow Disease.

Both the Republicans and Democrats seem to be trying to outdo each other with dimwitted tax cut proposals desrgned _
to help shore up the economy, but wrth almost no real stimulative effects and almost no chance of reviving the '

moribund stock market

A case in point: Last week, as the Dow-Jones and the Nasdaq stock inarkets continued to plunge into gloomy bearish
territory, causing almost all analysts to now concede that a recession is imminent, the House Republicans voted to
increase the child exemption from $500 to $1,000 per kid. Will someone please tell these people that while they
dither, Rome is burning. A $500 tax credit for kids may be good social policy to help families with kids pay their bills,
but it doesn't do squat for a limping economy that has seen net worth fall by more than $2 trillion just since Election

Meanwhile, Sen. Pete Domenici, New Mexico Republican, called for a $60 billion tax rebate this year. Mr. Domenici . A
deserveés praise for at least calling for a lot more short-term tax relief than is contained in the House-passed plan -

‘which is so back-loaded that it offers an insultingly small cut this year and next. But a tax-rebate plan is the economic

équivalent of flying a helicopter over Central Park in New York and dumpmg dollar bills out the window as a way to
stimulate the economy. It's not going to work.

- Equally baffling is the Democratic tax cut alternative. That plan calls for cutting the bottom tax rate from 15 to 10

percent right now. Sen. Tom Daschle, South Dakota Democrat, says the logic here is to put hundreds of dollars back
into the pockets of the lowest-income taxpayers so they can rush out and spend to juice the economy.

Now adrrﬁttedly the idea imbedded in both plans, which is that we should take tens of billions of dollars out of the
federal treasury and give it back to workers, makes a lot of sense. And it can't hurt the economy. But both these plans -

. are about the worst possible way to cut taxes if the goal is to restore prosperous times.

The problem - as [ have been saying ad nauseum for two months now - is that Capitol Hill is shackled to demand-side
logic on tax cuts. They find intellectual support from people like New York Times columnist Paul Krugman, who

‘writes that tax cuts must stimulate consumer demand if they are to aid the economy.

But what's needed now is supply-side incentivizing tax-rate cuts that reduce the tax penalty on economically

" productive behavior. Supply-side tax cuts reduce tax rates in order to reward saving, investment and work.

Consider the idea of cutting the bottom tax rate. Imagine for a moment we had a tax sysfern that taxed people at 15
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percent for working on Monday, 28 percent on Tuesday, 31 percent on Wednesday, 36 percent on Thanday,‘and 40

percent on Friday. (This simplistic model actually isn't too far from the reality of our present day graduated incorne tax A
rate system.) Now it stands to reason that a lot of people would quit working on Fridays, or ‘pethaps work unfil noon;

In fact, even though the tax rate is higher on Friday than on Monday, tax collections on Monday could easrly be hlgher
than on Fridays. There wou]d clearly be less economic activity on Fr1days than on Mondays AN

Would it make any sense to cut the tax rate on Mondays but not the tax rate on Fndays‘7 None whatsoever That
however, in a nutshell is the reigning tax- cut proposal on,Capitol Hill. Gut the lowest tax rate but not the hnghest tax
rate. Many Repubhcans, petrified of claims of "tax cuts for, the rich," wish to cut the lowest mcome tax rate but to- .-

.delay cuttmg the hrghest rate. As I said, a clear sign of Ma,d Cow D1sease

The rebate plan submitted by Sen. Pete Domenici, New Mexico Repubhcan, is well-mtentloned but also off-base. If

you took the income tax structure as described above, and tried to fix thmgs by giving every famxly $50 a-week, they
still may not work on Fridays any longer - in féct, with the added giveaway dollars in tben' pockets, they may choose
to work less on Fridays, not more. : . .

Clearly, if the goal is to generate more economic output, you cut the highest tax rate - j.., the tax rate for workingon
Fridays. Economist Arthur Laffer, who converted Ronald Reagan to supply-side economics.25 years ago, has argued
that we should raise, not lowér the bottom tax rate, and then dramatically lower the top tax rate in order to creal%: _

fairer and more uniform tax rate on every day of the week

The logic here leads us inexorably toward the tax ideal: a flat rate tax system: One uniform low tax rate paid by
everyone. T6 get to a flat rate tax, the top income tax rate has to come down a lot - from 40 percent today, to perhaps
20 percent or 25 percent tomorrow. Lowen'ng the bottom rate only makes 'th‘e tax rate system steeper to climb

The bottom line is this: There is almost no economic beneﬁt to chopping the lowest tax rate, but a ‘world of beneﬁt
from chopping the top rate as much and as soon as possible. The fiscal stimulus the economy needs should come from
shaving the top income tax rate from 40 percent to 33 percent right now. A capital-gains tax cut would have a

- similarly immediate positive impact, especially on stock values. If we were to cut the capital-gains tax from 20 percent

to 10 percent the lower tax rate would be instantly capitalized into the value of stocks

The economic logic here seems s0 stranghtforward that it should be compelling, even to the herd of mad COWS on
Capitol Hill. : . :

Stephen Moore is president of the Clnh for Growth. -
GRAPHIC: Cartoon (color), CONGRESS / TAX CUT, By H. Payne
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It's been said about Congress that there are really-three political partles on Capltol Hill: Repubhcans, Democrats and

appropriators, President Bush is going to discover the truth of that maxim in coming months when he tries to sell his
budget plan to Congress. David Stockman, President Reagan's first budget director, noted in his book "The Triumph
of Politics" that the biggest adversaries to fiscal conservatism were often pork-barreling congressional Republicans. -

The good news is that the budget that Mr. Bush has unveiled this week is a pleasant surprise. It's relatively tightfisted,
capping federal domestic spending growth at below 4 percent for 2002. That's still too much, but it's a big
improvement over the 6 percent rate of growth of spending in the last few Clintor years. Mr. Bush's budget also
smartly leaves plenty of room for the $1.6 trillion tax cut, and it even reserves an additional $1 trillion for the Bush

. campaign proposal of allowmg about 15 percent of workers' payroll tax dollars to be placed in personal retirement

accounts

In m: ways, this is the most Reaganesque budget submltted by a president since the Gipper's last one submltted to
Congress back in January 1989. The Bush plan offers more dollars for defense and unfortunately a preposterously
large 9 percent bulge in the education budget, but all other domestic programs are held at or below the inflation rate. -
(The cardinals on the appropriations committee are already grousing, which is a good sign.) If Mr. Bush has his way,
over the next five years, federal spending will fall below 18 percent of national output for the first time in 40 years.
Budget Director Mitchell Daniels deserves high praise for this impressive blueprint for the new administration.

The Bush plan can now be conveniently juxtaposed alongside the more pro-spending congressional Democrat

alternative. House Minority Leader Richard A. Gephardt of Missouri and Senate Minority Leader Tom Daschle of
South Dakota recently endorsed a scheme calling for a third of the budget surplus to go to new domestic federal
spending. That's $1 trillion more spending on top of the $1 trillion inerease in expenditures already built into the
budget base line over the next decade. Ergo, Mr. Gephardt and Mr. Daschle desire $2 trillion in new spending through

. 2011. That's more than the entire net income of every resident of Ohio, Michigan and Illinois put together. The

Democratic plan reinforces the validity of Mr. Bush's warmng that if the takes aren't cut, the money will be eagerly
spent.

Alas, the Bush budget has two severe defects. First, it doesn't eliminate any ineffective or outdated federal programs.

There are no programs zeroed out in this document, which is unforgivable given that there are thousands of programs -

crammed in the budget and hundreds of them no longer serve any public purpose. Any budget termination list should

“include the National Endowment for the Arts, the Legal Services Corporation, wool and mohair subsidies, Department

of Commerce grants to Fortune 500 compames, the Export Import Bank and. . . .. Well, you get the picture.




All of this is to say that the Bush adrmmstrahon needs to hold up a few scalps at the end of the year to prove that

. ':Repubhcans in control of government are capable of ending programs, not just starting new ones. There s no reason ) '
that federal agenc:es should be endowed with the gift of eternal hfe : '. . - ; S "

The other defect of thls budget document is the record-setting expansnon for the Department of Educanon Yes thls is
the same agency Newt Gingrich and his colleagues six years ago correctly. called for abohshmg Now Mr Bush is
boasting that the $40 billion he wants to spend on the Education Department would be "the blggest increase in the
Department of Education budget" since it was created by Jimmy Carter as a sop to the teachers’ unions back in 1978.
There's no way to sugar coat the lunacy of the Bush educétion plan: These extra federal dollars: spent on school
programs will be a colossal waste of money. And in fact, most Republicans who will vote for Mr. Bush's new federal

- education initiatives know full well that this money will do virtually zilch to improve our ne1ghborhood schools. For.
20 years, more federal education dollars have been associated with worse school performance The Educatxon o
Department doesn't deserve more money, it deserves a wreckmg ball: : celoe '

rq .

~4But on ba]ance, Mzr. Bush has now written a commendable budget. Enforcmg it will be a much blgger challenge Mr

""5’ Bush may be forced to demonstrate his commitment to fiscal fitness by vetoing congressional spending. bills - even if
they're primarily sponsored by Republicans - whenever those budget bills exceed his bydget requests. Afterthe past
few years of a continuous spending spree on Capitol Hill, the Republicans need to reestablishtheir anti-big

u:r govemment credentials, and the White House will ultxmately have to play the role of fiscal enforeer

)

D That won't be easy Mr Bush promzses to hold the line on spendmg in prec1sely thie areas where Congress has in recent
years fattened federal appropriations. Since 1996, federal domestic dlscretlona.ry spending - the area of the budget '
™ Where the lowest priority programs ranging from Energy Department initjatives to the Legal Services Corporation to -
corporate welfare grants are storehoused - has surged by more than 20 percent. Last year, domestic appropnattons bills
were padded with some $30 billion in added expenditures in the last days of the congressional session. That extra
spending over 10 years reduced the expected surplus. available for tax cuts'by some $250 billion. That would have
been enough money to "pay for" the entire and immediate repeal of the death tax :

Mr. Bush's plan is an economic policy trifecta for conservatives. It constrams spending, funds a $1.6 trillion tax cut
and reserves funds for private Social Security accounts. These are budget priorities worth fighting for. Whether Mr.
Bush does or not will in large part determine the success or faxlure of his pres:dency

Stephen Moore is president of the Club for Growth.
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Just because someone is really, rea.lly wealthy, doesn't mean that he'is well-endowed with ¢ommon sense.

Earlier this week a handful of the richest people on the planet, mcludmg George Soros, Warren Buffett and Paul
Newman urged Congress not to eliminate the death tax. More than 100 other rich people.took out an ad this weekend
in the New York Times, essentially saying "Please tax us." Estate tax advocates i m Washmgton are exultmg that even..
the nation's yacht-owners don't want this tax repealed -

The 1ruth is that these fabul()usly wealth Americans aren't being nearly as selfless as it may seem. Most billionaire

farmhes bave long ago engaged in careful estate tax planmng-by, for example, depositing their fortunes into family.
foundations or by creating generation skipping trusts to avoid ever havmg the long arm of the Intérnal Revenue

+ Service reach imto their graves for even a dime.

' Let's take the example of Mr. Soros. According to research by Brett Fromson of TheStreet.com, there are very few

Amerigans who have been so successful at gaming our tax system as the billionaire financier. Many of Soros -
investments are "offshore" hedge funds that are often exempt from U.S. taxation. "Soros can afford to support high

" inheritance taxes," writes Mr. Fromson, "given the enormous personal income tax advantage he enjoys." Now I :
personally have no objection to Americans engaging in legal tax avoidance. It's smart personal finance. But Mr. Soros

shouldn't then turn around and hypocritically urge other people to pay more taxes, when he finds so many clever ways -
to avoid U.S. taxes hlmself . S

The dirty httle secret of the death tax is that the people who are clobbered by this tax are not bllhonatres They are
typically ordmary Americans with medium srzed estates - the mrlhonaxre next door. .

Tam talkmg about ranchers, farmers and self-starter businessmen and women. They are the risk-takers in our socrety
- who have spent a lifetime pouring sweat equity into their farmly—owned firms. :

They become anguished and enraged when they discover that their reward for a life of virtue is a conﬁscatory death .
tax that will rob their grave. Every year there are thousands of heirs who are forced to literally sell the family farm or
business just to pay the estate taxes. It's particularly unjust given that this tax is imposed on dollars that were already
taxed when the income was earned durmg the deceased's lifetime.

.Now Mr. Buffett worries that w1thout a death tax America will become a socrety of pampered third and

fourth-generation inheritors hoarding their family fortunes without ever working an honest day's wages or contributing

to society their whole lives. (The image of Ted Kennedy may jump to mind here.) But as Professor Edward McCaffery




of USC Law School argues, "If breaking up large concentratlons of wealth is the mtentlon of the death tax then itisa’
. miserable fallure " The Kennedys and Rockefellers who Stlll have massive famlly fortunes desplte the ¢state tax

The death tax rewards the very hfe of lavish and unproduc‘uve consumptlon it is intended to d1scouxage Thxs tax says

to the elderly: Live high on the hog; wrap yourself in every material comfort eat, drink, be mierry. You can't take it
with you, and you can't leave most of it to your kids. Your goal is to die broke - the ultimate form of tax- avoidance. -
Meanwhile the frugal man or woman who scrimps and saves and selflessly builds up a legacy to leave to his and her
children, is clobbered by a death tax that allows the IRS to snatch more than half. Through the death tax, we reward
vice and pumsh virtue. Where is the tax fairness in that ,Mr Soros’7 Mr. Buffet" Rep. Rlchard Gephardt? '

‘One last argument that is used by the billionaires is that if’\we were to get rid of the death tax it would destroy pnvate
* charities. But there are volumes of evidence that charitable giving is influenced by economic: growth much more than

by the value of charitable tax deductions In the 1980s, the value of charitable deductions fell almost half, but .
charitable giving soared. It's insulting to say Americans give to their churches or the Red Cross or the Salvation Army
because they want a tax break. Granted, it is true that without the death tax, there would be fewer Ford and Rockefeller -
Foundations, but given how these Foundations have mlsspent money in recent decades, that wouldn't be sucha bad

thing at all.

" George W. Bush is right to deniand the end to the death tax. We consider ourselves to be the freest nation on E
-but we currently have the second-highest death tax in the industrialized world. Many nations that seem much m

socialistic than our own, like France and Sweden, impose much less onerous estafe taxes than we do. This conﬁscatory -
tax collects a meager 1.5 percent of total revenues. oo . .

Some stuches have predicted we would get more tax money, not less if we.abolished the tax. George Mason University
economist Richard Wagner, an expert on federal tax policy, has come to precisely this conclusion. He says that '
because the death tax channels billions of dollars of capital into economically unproductive and complicated tax -
shelter schemes, the tax reduces economic growth and thus costs the economy jobs and tax revenues. The death tax, of
course, is not bad news for every industry: There are thousands of tax lawyers and crafty accountants whose
hvehhoods depend on preserving this tax.

I find myself in the unusual situation of siding with Hillary Clinton, not George Soros in tlns debate. Last fall while
campaigning for the Senate in New York, Mrs. Clinton said: "You ought to be able to leave your land and the bulk of -
your fortunes to. your children and not the government." Fortunately, 3 out of 4 Americans. agree with her

Stephen Moore is the president of the Club for Growth.

GRAPHIC: Cartoon, NO CAPTION By Lune/Cartoon News Magazme (2000 Worldw1de Copynght By Canoonews
International Synd:cate, NYC, USA) o . ,
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Itsa classrc man-bites-dog story. Vlrgrmas bxggest and most influential business groups are supporting h:gher state
taxes and spending. Industry associations ranging from the Virginia Chamber of Commerce to the Northern Virginia
Roundtable have concluded that the only way thls state can continue to prosper'is by addmg more beef to the budget,
and suspending any talk of tax cuts. . _

Now the Virginia leglslature controlled by the Republicans, is poised to vote to halt the car tax repeal. Sen. John
Chichester, a Republican from Stafford, says halting the car tax repeal is “the only fiscally conservative thing to do.” It
is also pohtrcally and economically blunderous

At stake here, of course, is whether Virginia voters will get the car tax repeal they have been prormsed and they voted

" overwhelmingly for back in 1997 when Jim Gilmore was elected governor. The car tax is the most hated tax in
. Virginia. It has been half repealed so far. Most Virginians want the levy stamped out completely I suspect that speaks

for the vast majority of business owners and their workers.

iy

Not so the business associations, who supposedly speak for these workers and entrepreheurs. The Virginia Roundtable

says that only by suspending the car tax repeal can Virginia "still maintain government's ability to provide priority - -

programs such as public safety, education, and transportation sic ." They left out corporate welfare payments, on
which Vrrgrma spends tens of mrlhons of dollars a year. _

The Chamber of Commerce's statement is even more bafflmg The Chamber says Virginia shouldn't cut taxes because
"erosion of the commonwealth's superior reputation for fiscal conservativism would be a frightful error.” This is
positively Clintonian rhetoric. What the Chamber is lobbying for is a tax increase (the car tax repeal has already been
scheduled to take place under exrstmg legislative agreements) and higher state spending. How is that fiscal
conservatism?

Fortunately, Jim Gilmore has refused to knuckle under to the pro-tax business lobby and is fighting to preserve his
legacy to Virginia: Complete repeal of the car tax by the time he leaves office. He not only has economic logic
squarely on his side, but also a huge majority of the electorate. Now would be the worst possrble tlme to betray the
taxpayers in favor of Virginia's tax eaters.

Let's review the facts one more time on the state finances in Virginia. Every time the business: groups start their greedy

-moan for more taxes, they portray Virginia as a state that has been bled of needed tax revenues to fund "essential

government services." By listening to the Chamber of Commerce, you would think state lawmakers were hvmg on the
Jenny Craig diet plan. :




., - Far ﬁom it. Aceordmg to the National Assomatmn of State Budoet Ofﬁcers last year, the V1rgm1a genera] fund budget
" grew by.11 percent. That was the sixth-fastest growing budget of the 50 states. It's.3 times the rate of increase of

population growth plus inflation in Virginia. It is twice the rate of growth of the budget of ouf'tmore: hberal—leamng'
neighbors, D.C. and Maryland. Over the past 10 years, the V1rg1ma budget has more than doubled How many
Vlrgmta families have seen thexr budgets double? L col T

Everyone in Virginia wants better schools and less coﬁgested roads. But it is an absolute canard to argue that we can
only have better state services by raising taxes. The statef‘la,mnakers would be wise to pay attentlon to'the work of the .-
Vlrglma Public Policy Institute. The Institute's research shows that very few states have spent more on schools, roads,

. and highways over the past 10 years than Virginia. The problem for Virginia is that as we keep. pouring more dollars

into the school system, the class performance remains flat. There has Jl.lSt been no lndlcatlon that more lnputs are
producing better output : _

Since the early 19803 Virginia has prospered as few other states have. By some estlmates, there are now more '.
high-tech firms and workers in Virginia than in Silicon Valley. There are many explanations for why high tech has
found Virginia to be such a hospitable place to do business. It's a right-to-work state. It offers quality public services.

low-tax areas. According to research by Ohio University eoononust Richard Vedder, more than 1 000 people ev
day move from hi gh—tax to low-tax states.

. And yet the tax burden here is well below the national average. Businesses and high- -skilled workers are attracte%r;o

Economist Zsolt Besci at the Federal Reserve Bank in Atlanta has found that raising taxes is seldom a defens:ble

~ economic policy for states. To the contrary, Mr. Besci advises that "lowering aggregate state and local marginal tax -

rates is likely to have a positive effect on ]ong-term growth rates." That's just the opposite of what the Chamber of
Commerce is pleading for. It's worth noting that since 1995 more than half the states have cut tax rates to try to gain

~ ground on Vlrgmna

Virginia businessmen who don't want their tax bills raised should stop paying' dues to 'groups like the Virginia
Chamber of Commerce and the Business Roundtable, which are lobbying to do just that. For those who remain, I
would simply ask that they stop-imposing their masochism on the rest of us. :

Stephen Moore is an overtaxed Virgixiia resident and president of the Club for Growth..
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%f During the presidential campaign, George W Bush staked out a case for lowenng taxes at a time when the economy
'l"'i' didn't rea]ly need a tax cut. Mr. Bush's economic adviser Larry Lindsey was nght that a tax cut was warranted as an

& anti-recession insurance policy. Mr. Bush made a persuasive case that taxes ar€ way too high for a country enjoying

P~ peace and prosperity. And he was exactly right that cutting taxes is the best way to prevent new spending. But a tax _
cut wasn't economically essential given the soanng economy at the time.

Well, the world has changed a lot in just the last two months. Now, a tax cut really is imperative. Fiscal drag is finally
rearing its ugly head, weighing down the economy in general and the high-tech sector in particular. The financial
markets have turned dangerously bearish. Just since the election, roughly $1 trillion of wealth has d13appeared because
of shdmg stock values -

. The tax burden has risen from 18 percent to 21.5 percent of gross domestlc product (GDP) in just the past five years.
The last time taxes were this high was the late 1970s, when the economy was in a mini-depression. Last year, total
public’sector revenue surpluses were $300 billion - that's about 4 percent of GDP. Fiscal policy is way too tlghtly
wound A deep tax cut rescue plan is urgently needed.

If Mr. Bush doesn't cut taxes in his first 100 days, his presidency could suffer a crisis of public confidence right from-
the get-go. All of his political enemies - like Senate Minority Leader Tom Daschle of South Dakota and House _
Minority Leader Richard A. Gephardt of Missouri, are advising the new administration to shelve the tax cut for now, -
or drop rate reductions so the plan does not help the rich. No surpnse here. Muddle-headed advice is exactly what one

would expect from one's enemies.

What is surprising is how many of Mr. Bush's "allies" are serving up really dumb guidance. On Friday, House Speaker
J. Dennis Hastert of Illinois advised the president-elect to put issues like school funding, debt retirement and health
care reform ahead of tax cuts. And then as if an afterthought, Mr. Hastert said: "We can probably give Americans-
some tax relief to boot." Wow, Mr. Bush, you may be up against some pretty dense thinking inside your own party
when you get to town.

If anything the economy is screaming for a blgger tax cut, not a smaller one, than the one Mr. Bush campaigned on.
And features of the Bush tax proposal need to be refined given the new reality of economic slowdown on the horizon.
So here are a few tax cut suggestions to help get the economy out of its rut:

1. Make the tax cut retroactive to Jan. 1, 2001. We need a supply side fiscal stimulus immediately - not in six months- ..
or even 100 days. Making the tax cut effective on Jan, 1 will trigger economic activity instantly regardless of when the -




taxcutmsngnedmtolaw ' T S R

2. Eliminate the death tax 1mmed1ately The Republican bill is flawed. It gets rid of the death tax in 10—years That'll-a
never happen. Even Democrat Rep. Charles Rangel of New York wants the tax rate lower in the first few years than
the namby-pamby Republican blll Repeal the death tax - al] of it nght now. Estates should be taxed 1f at all at the
capital gams rate. ' : CEB . '

3. Cut the capxtal gains tax to 15 percent now. The last cap;tal gams tax cut was an unquahﬁed success hlgher
revenues, more savings and a surge in asset values. All the arguments agamst the cap-gams cut are: now demonstrably
wrong. Moreover, the cap-gains cut would be the smgle beSt way to rev1ve the NASDAQ, Wthh is down more than -

. ‘40 percent over the past year. > : >

4. Don't nge up on the income tax rate cuts. The rate cuts and the death tax repeal are the most economlcally
, p, beneficial features of the plan. In the past 18 months, Germany, Japan, France and even Russia have cut tax rates. The .
' w4 United States has not. What's wrong with this picture? We're losing our competitive edge Tax rate cuts must be a '
¢ nonnegotiable item in your tax plan. Sen. Charles E. Grassley, Iowa Republican, the i mcommg chairman of the Senate
£ Finance Committee says that you should promote populist tax cuts with Democratic support, such as marriage penalty:
"‘ rehef Marriage-penalty rehef is fine, but it has no supply side growth incentives. We need rate cuts

g 5. Make the switch to dynarmc scoring of tax policy changes. Repubhcans have been complaumng about static rlvenue

) analysis for 20 years. Now they can and must do somethmg about it. The GOP. now has control of the computers. Fix

N them. A model that predicts that when we cut the capital gains rate, the Treasury is going to lose revenue when in fact
¥ it gains boat/loads of revenues is worthless. Dynamlc scoring xs critical to selling the tax cut. Th:s has to be done .
lmmedlately

6. End real income bracket creep. Your tax bill must insist upon indexing; the tax brackets for the increasc in nominal
income each year. This does not cost any money in the near term but prevents the insidious hldden tax increases that
cause the tax burden to rise automatically over time. : '

The key is to use the political process to grow the tax cut; not to shrink 1t. The good news is that Mr, Bush hasa
mandate to cut taxes. Now he's got to use it. ) '

Stephen Moore is pres1dent of the Club for Growth.
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%f Ed Feulner, the esteemed presxdent of the Hentage Foundatlon is fond of saymg "people are pohcy " He's, of course,

ST right about that, as we learned during both the Reagan and the Bush presidencies. Conservatives had a premonition

:' Dick Darman was going to be a big problem in 1988, and our worst nightmares were confirmed. If Republicans are

t-‘ , going to move their agenda for tax cuts, private accounts for Social Security, and smaller government over the next .
few years, they had better pay attention to gettmg the right people in the right pohcy—makmg slots.

Republicans are going to be Judged on one performance measure: the economy, stupid. Did they keep the prosperity
going? Already there are worrisome signs of a fault line in the economy. Did the stock market rally of the past 18
years continue? The mvestor class is getting fidgety as their wealth has begun to fall in the recent bearish times. If

_ Republicans don't reverse the trend, investors will, without recriminations, evict them from power in the next election. -

There are three strateglcally vital economic positions that need to be ﬁlled with philosophically committed Reagamte
tax cutiers. They are Treasury secretary, director of the Office of Management and Budget, and Ways and Means
Committee chairman. There's a clearcut supply-sider’s choice for each of these vacancies: Bill Archer for Treasury,
John Kasxch for OMB and Phil Crane for Ways and Means '

Bill Archer is one of the most admirable and admired men in Washmgton (I don't mean that to sound hke a
back-handed compliment - as though he's the sanest inmate in the asylum.) Mr. Archer's tax-cutting credentials are
-also impeccable. As Ways and Means Committee Chairman, he almost single-handedly bullied through Congress the
1997 capital-gains tax cut. He fought valiantly for cap-gains relief even after the GOP leadership was ready to cave in
to the left's class warfare rhetoric. He's an unflinching free trader. He helped pass the most important social legxslatlon
of the past 40 years: welfare reform He believes solemnly in sound money and is an inflation hawk.

In 1983, he was one of the most vocal opponents of the Social Security tax increase that the Greenspan Commission
recommended and that President Reagan was hoodwinked by his disloya] advisers into endorsing and passing. He was
one of the most effective critics of the Bush 1990 tax increase and the Clinton 1993 tax heist. In December 1994, he .
nearly gave the entire Washington press corps a collective coronary by announcing that as the incoming chairman of
the Ways and Means Committee he wanted to scrap the income tax. There's not a more dogged advocate of
overhauling the tax system. There's also no one in Washington who understands the tax system the way Mr. Archer

does. (Mr. Archer actually fills out hlS own tax forms.)

And by the way, Gov. George W. Bush says he wants to fill some Cabinet slots with Democrats Bill Archer was a .
Democrat when he first came to Congress in the early 1970s. He's perfect.

3




" in 'small government ariymore - or at least enough to fightfor:it. The exception is John Kasich: He almost

- The Repubhcans need to rediscover an ant1-b1g government ‘agenda. nght now there is none. Few Repubhcans believe

single-handedly bullied the "Contract with America" budget through the House of Representatlves in’ 1995 when he
was Budget chairman. That budget plan called for ehmmatmg 200 govemment programs and-three Cabinet agencies
He has taken on corporate welfare, pork, the military mdustnal complex. He has formed alhances with Democrats like
Tim Penny and Green Party leader Ralph Naderto sweat waste out of the federal enterpnse He lcnows the budget like
the pope knows the Bible. He would be the K Street Tobbyists' a.nd the congress:onal appropnators worst mghtmare

Ay
h

There is no one who can better market leaner federal budgets (assummg tha1 s what Repubhcans want) ina popullst

. 'way to voters. Mr. Kasich insists he doesn't want the job. Mr Bush needs to persuade him that hxs country needs him.

He's perfect, too.

Finally, the GOP needs someone who can write the tax legislation without buckling to the pohhcal pressures of the
left. The Constitution states that tax bills must originate in the House. The good news is that. the next in line for the
Ways and Means Committee chairmanship is Phil Crane of Illinois. Mr. Crane's 30-year conservative credentials are
stellar. He has a 90 percent lifetime National Taxpayers Union rating. He never saw a tax rate cut he didn't like. He
was a leading champion of Mr. Reagan's 1981 tax rate cuts. He was for the ﬂat tax long before it was cool. In the early
1970s he endorsed a flat tax of 10 percent : _ , “T A

The liberal wing of the GOP that opposes'Mr Crane grouses that he lacks the political gravitas to run this committee
effectively. Nonsense. For the past six years Mr. Crane has chaired the Trade Subcommittee of the Ways and Means
Committee./Mr. Crane was a maestro in winning congressional support for NAFTA, GATT and China free trade. -
That's an astonishingly bullish trifecta given the controversy surrounding each of these trade deals If Mr Crane is
bypassed it will be an insult to fiscal conservauves and a blow to economic common sense. : :

To make sure that the economy doesn't crater, Mr. Bush and the Repubhcan Congress must ram an emergency tax cut _
through Congress. within 100 days. They must immediately follow up with a legislative victory campaign for the Bush

- Social Security choice plan. The GOP needs leaders who (a) have decp convictions that these plans are the right ones |

for Ameérica and (b) have a proven track record of success in navigating a pro-growth agenda through the
shark-infested waters on Capitol Hill. Mr. Archer, Mr. Crane and Mr. Kasich: It's a supply-side dream team. -

The GOP would be foolish to let talent like this go to waste.
Stephen Moore is president of the Club for Growth.
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It seems like just yesterday that Jun Gilmore became a national cause celebre W1th his "No Car Tax" appeal. Mr.

Gilmore proved that the great American tax revolt is alive and well in Amenca The bumper stickers and the yard.
signs shouting "Kill the car tax" could seemingly be located on every boulevard and parking lot in the state; Mr.

Gilmore's 1997 landslide gubernatorial victory proved to the skeptics, many of whom sit in the state leglslature that _

the most hated levy in the state of Virginia is the car tax.

Now some of those same legislative naysayers want 1o curtsi.lAthe final phase-in of the car tax repeal. In an interview
with The'Washington Times Mr. Gilmore justiﬁably insisted on keeping his word.

. Simply put, delaying the car tax would be a betrayal of the voters who put him in ofﬁce and would be a stain on a

record of four years of accomplishment in Richmond.

So far roughly half of the hated car tax has been repealed. That's expected to rise to 70 percent next yesr and then 100

perceri\'the year after. If the truth be told, a lot of Virginians who voted for Gilmore, and I include myself in that

‘category, are stewing over the fact it has taken this long to get rid of the car tax. After Mr. Gilmore's election, many -

residents thought the tax would be gone in the first year of Mr. Gilmore's administration. Instead, we got a four-year
phase-out ' .

So here we are with car tax repeal opponents warning that the economy is slowing in Virginia and hence revenues
aren't coming in at the brisk pace of recent years. Delegate James Dillard, a Republicah from Fairfax says haltmg the
car tax repeal is the "right and reasonable thing to do." No, James. Keepmg your promise to the taxpayers is the right
and reasonable thing to do.

Let's set the facts straight here. You can count on one hand the number of states that have been as flush with cash as
Virginia has in recent years. Last year the state had nearly double-digit growth in tax receipts, even with the car tax

-phase-out. Last year Gov. Gilmore wasn't exaggerating when he declared: "These aren't good times for Virginia, _
they're the best of times." The right and reasonable thing to do last year was to devote the fire hose of revenues to fu]ly _

phase out the car tax unmedlately Instead, the money got spent.

Last year, accordmg to the new report by the National Association of State Budget Officers, the Virginia general fuhd.
budget rose by - hold on to your hats, folks - 10.6 percent. And remember, that's in an era of vmual]y no inflation.

~ This wasn't a mere spendmg spree, it was a seven-course budget feast with champagne and caviar at the Ritz.

Only four state legislatures had a more voracious spendmg appetite last year than Virginia's. Nor was th'e spending




‘buildup Just a one-year aberratlon Over the past three years the V1rgm1a state budget has expanded nearly 20 percent o

Somebody ought to mform the polt1cos in Richmond that gluttony 18 one of the seven capltal sms . L .':__ s :

The idea Virginia can't ﬁnd the money to balance the budget and repeal the car tax at the same tlme is absurd and even
insulting. The car tax phase-out would deprive the state of just $300 million in revenues, but the state hasa $900 -
million reserve from all the excess taxes we have all heen sending to Richmond year after year.. If Mr. Gllmore and the
legislature in Richmond could simply hold state expendltuge growth to 4 percent in 2001 - -that's. more than the. federal
budget went up last year - the car tax repeal could proceed, 4nd the budget would remain in’ surplus So- what's the -
problem here? State legislators - Republicans and Democrats alike - have become so accustomed to obese budgets,
they can't fathom dletmg on lean-cuisine for once. - - . X

Some of the car tax—repeal opponents say a hlgher priority should be roads and schools That is obvxously an
™emotionally appealing argument to suburbanites in Northern Virginia. But again it masks the ﬁscal reahty in
™ Rlchmond A-recent Virginia Insitute for Public Policy study shows that Virginia has been pounng morey into road -
,buxldmg, smaller class sizes, school construction, and teacher pay raises. "It sa myth that Vn'glma underfunds schools _ .
rand roads," the report concludes ‘ o .
=) . Lo . Lo
SI'Now is the time for Mr. Gnlmore to fight for his legacy. 'I‘he car tax can be ended thls year w1thout any new wxes and
. without any draconian cuts in high-priority government programs in Richmond. In the current political environment in
Vn‘gmxa, as in D.C., voters are putting a premium on politicians who keep their word. Republican Delegate Jack Rust
s .gof Virginia is dead right when he says "We have to keep the car tax promlse " It really is that sunple :

. It would be a shaine if the tax re_volt that Repul?hcans rode to vxctory in 1997 came back to bite them in 2001.’
- Stephen Moore is an adjunct fellow at the Cato Institite and president of the Club for Growth.
GRAPHIC: Photo, Jim Gilmiore |
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il At the risk of sounding impolite, Bob Dole is like a bad penny that Just keeps rolhng back into the public arena at the

,:__' most. inopportune times.

g : , _ , -
4 On the Sunday morning talk shows this week the four-time failed presideritial candidate served up the single most

atrocious piece of advice imaginable for our presumptive next president, George W. Bush. When asked by Tim _
Russert whether Mr. Bush will be forced to move away from the "radical" agenda of the right, Mr. Dole said W. would
be-well advised to "back off on the tax cut. I wouldn't want the tax cut to be the first order of business." Well, what
should be the first order of business? Mr. Dole suggested Mr. Bush "réach across the aisle" and push bipartisan
legislation on issues like Medicare reform and prescnptlon drug benefits. .

| In other words, if Mr. Bush is declared the victor, he should 1mmed1ate1y abandon his own agenda and take up Al
- Gore's. Ingemous .

What's'fnghtenmg is that the Bush insiders just may be hstemng to this dreadful advice. If they do, George W Bush's ~
presidency, assuming there is one, will be a colossal failure. How many times do Republicans have to relearn the

lesson that when they abandon their conservative/libertarian bloc of voters, they don't expand their base, it- evaporates
The polmcal graveyard is full of contemporary examples Gerald Ford. Papa Bush. And, yes, Bob Dole.

But I'm confident Mr. Bush has the shrewd political instincts to reject the ﬂawed game plan Mr. Dole and many'in the
‘media have pronounced. The Bush advisers I've talked to say their strategy is to do just the opposite of what Mr. Dole
recommends: to make the tax cut plan the pillar of the legislative program of a George W. Bush adm1mstrat10n Tax
cuts should be sent to the Republican Congress immediately after the Inauguratlon

It's absurd for the press to maintain that tax cuts are "radical" and controvers:al After all, many moderate Democrats - -

. in the House voted for death tax repeal, marriage tax penalty relief, and IRA expansions just a few months ago. v

Moreover, exit polls on Election Day revealed that a slight majority of Americans (53 percent) favored the Bush tax
plan. No, that's nota ringing mandate, but it's evidence that across-the-board tax cuts are still politically popular.

Mr. Bush's economics team also needs to read the tea leaves: the economy is showmg signs of losing steam. The

growth rate has been cut in half, from 4 percent to 2 percent; over the past six months. It's still the economy, stupid.

Tax cuts can and should be promoted to the public as an anti-recession safety net. To put it m the language of his old
- man, tax cuts mean "jobs, jobs, jobs."

Mr. Bush isn't even in the White House yet and the jackals in the press are already ﬁ'ying to set him up for a fatal fall.




They re calling for Mr. Bush to retreat from hlS anti-tax platform because the election was soclose. Nonsense This -~
oL '_1sn't the first close or even disputed election in history. There have been many American pres1dents who successfully
‘advanced their agenda even though they had smaller percentages of the vote count than Gov.-Bush. got John.F. i
Kennedy had a slew of legislative victories (including a tax cut) following his narrow and. dlsputed election of. 1960.
One of the nation's most successful presidents, Thomas Jefferson, won a disputed €lection: ThlS dxdn't cause himto
moderate his stance on the issues. He never retreated from his core convictions that the federal government should -
play a limited role in domestic affairs and that the states had pnmacy m our federal system. He was resoundmgly

re-elected. , : Ao
. Ny, .
11

OK, want a more ‘contemporary example? In 1994 a promment governor won a narrow v1ctory and then proceeded to..
-enact a whirlwind, populist, conservative agenda that included tax cuts, toughened educatiori standards, litigation .
reform, and work-for-welfare requirements. Each of the initiatives had powerful political enéfnies. Four years later
that governor was re-elected in one of the greatest landslides in Texas history. Pre51dent George W Bush should use
‘py the same - winning strategy that he did as governor. L - :

]
:‘f’ Stephen Moore i is presxdent of the Club F or Growth. .

,,,, -GRAEHIC: Cartoon, Bob Do}e
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Iey ST Why did Repubhcans hold Congress desplte a huge money blitz by the Democrats and their liberal ﬁnancmg army?

l::.:.:_ One btg reason is that the 2000 electlon was the first in hxstory in thch a majonty of those who went to the votmg
r4 booth were owners of stock. And in pulling the lever for Republicans, those members of the new shareholder class in

cuts because they' implicitly understand these policies are good for growth and good for stocks. Just as importantly,
- investor class voters rejected a Gore-Gepha:dt campalgn prem1sed on the pohtlcal banner of class warfare and
corporate bashmg : :

_ The fact that voters opted against wealth redistribution politics and instead chose the policies of wealth creation tells
us a lot about the attitudes of the modem electorate. The vast majority of the 85 million Americans who own stocks

and pohcy proposals that could erode the wealth creation process a]together

The old-_school Democratic strategy of appealing to the New Dea] generation of seniors and millions of blue-collar
unionized voters has worked magic for liberals in many past elections. Why not this one? The answer is that the voter
base for nanny state economics is shrinking. The union vote has changed intwo ways in recent times. First, it's smaller
than anytime before in the last 50 years. The chart shows that a political strategy marketed to the self-interest of the -
new investor class reaches 3 times as many voters as one targeted to union-headed households. When Lyndon B.
Johnson won his landslide victory for president in 1964, there were 3 times as many union members as investors. In
the 2000 election, there were 3 times as s many investors as card-carrying union members. That's a huge demographic

shift.

_ work for the government. The fact that the AFL-CIO is now dominated by schoolteachers, bus drivers, and other
public employees has moved the union movement sharply to the left, and has simultaneously prevented Democrats
from running as Bill Clinton-style New Democrats. Public employee unions won't tolerate school choice, social -
security choice, free trade, welfare reform, and tax cutting. Al Gore and Richard Gephardt ran away from these
populist issues, and the centrist voters abandoned them in the millions. A

The $30 million to $40 million campaign by AFL-CIO and supplemented with dollars from the war chest of the trial
lawyers was intended to wrench control of the House away from the Repubhcans It failed because it's core message -
that government, rather than individuals should be making critical life choices - is as flat and outdated a 3-day-old

Coke left smmg in the sun.

America voted their financial interest. They opted for Social Security privatization and pro-saving, pro-investment tax - '

-are trying to claw their way into the top 1 percent in wealth and income. They are deeply skeptical of poht:cal rhetonc '

Second, the union vote now eonsiets inereasingiy of government employees. Today, almost half of AFL-CIO membete :




Although the ﬁnal exit survey 1esults aren't yet avaxlgble pre-election polls suggested the GOP had an 8 to lO point

Tead over the Democrats with investor class voters. Given that the investor.class Americans can be located in virtually
every demographic categories - age, race, sex, income and religious affiliation - it appears that for the investor class _

* electorate, pocket book issues, or actually what'might be called wealth accumulation issues, transcend concerns that

the press cares so passionately about, most notably, abortion, educatlon, pres nptron drug bengfits, gun control
afﬁrmanve action and campaign reform : L

lnvestor class voters are a finicky lot with no deep- rooted party loyaltres They voted for Bill Clinton in 1996, because ;!
his administration had been bullish for investor portfolios. Now that they have re-elected the Republicans in Congress;
the GOP had better stand and deliver on the pro-growth policies they have promised. The GOP has received a voter
mandate for death tax repeal, income tax rate cuts, and private accounts for Social Security. Each of these must be
enacted in 100 days. But there's more that a George W. Bush admrmstratlon must push to keep mutual funds growmg

in value

cFrrst the antl-trust witch hunt of the Reno Justice Department should be 1mmed1ately closed down. Mlcrosoft and
Intel must be left alone to add value for shareholders.

cSecond, trial Iawyers have to be muzzled. They endanger our prosperrry by blackmarlmg prxvate industry. Lawyer
fees in cases with government as the plaintiff should be capped at no more than $1,000 an hour. In the tobacco
settlement cases, some lawyers were getting $1 00 ,000 an hour in fees. . : -

cThird, the capital gains tax cut is consp1cuously absent from the Bush tax plan. But the last capital gains tax cut
increased federal revenues, caused wealthy taxpayers to pay more tax, helped spur an increase in stock values, and
corresponded with a huge surge in venture capital funding. That is to say, the class warfare critics were wrong on
every count. The correct rate of tax on capltal gams is zero, but even a cut from 20 percent to 15 percent wou]d have a

bullish impact on the economy.

* All this is to say the new Republican regime must focus all its energies on growth policies and polmcs Voters took a
. gamble last Tuesday. Everyday they will be gazmg at their stock portfo]ro to gage whether that gamble is paymg off: -

Stephén Moore is presrdent of the C]ub-for Growth and a senior fellow at the Cato Instltute.

GRAPI-IIC Chart, STOCK OWNERSHIP VERSUS UNION MEMBERSHIP, By The Washington Txmes
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Lord knows why Republrcans ever raise a finger for big business. Corporate America has to be composed of the ,

greatest bunch of ingrates in political history. In recent years the GOP has given the business groups virtually
everything they've asked for: GATT, free trade with China, a caprtal gams cut, deficit reduction, protection from-
shareholder- suxts and more high tech immigrants. ‘

Now the business groups are repaying the GOP by giving about half theu' .money to - Democrats runmng for Congress.

The Washington Post reports that of the $ 70 million that business has raised for campaigns this year, $ 33.7 million
bhas gone to Republican committees and $ 36.3 is going to the Democrats. (See Table.) Are these brain-dead PAC
directors listening to what Al Gore and Dick Gephardt are saying on the campaign trail? Messrs. Gore, Gephardt, and
Daschle regularly bash Big Oil, chemical companies (polluters), the pharmaceutical industry, tobacco companies, and
high-tech firms like Microsoft and Intel. Now industry rewards them with a faucet of dollars. This is a case of feeding
the mouth that bites you.

A case in point: one prominent business PAC, called BIPAC, is giving money to Kansas Democrat Dennis Moore. Mr.
Moore voted against death tax elimination. Meanwhile, the Republican challenger, Phil Kline, is a solid free-market,
anti-tax candidate with a good chance to pick up this seat for the GOP. A tightly contested House seat in California
has the Business Roundtable and BIPAC funneling funds to the Democrat Cal Dooley, not the pro-tax cut Republican

Rich Rodriguez.

By supporting Mr. Moore and Mr. Dooley in these races, BIPAC is helping put the Speaker's gavel in Dick Gephardt's
hands. Mr. Gephardt has one of the lowest pro-business ratings on record.

The business groups defend themselves by saying: "We need to hedge our bets.” That's funny, because the unions and
the trial lawyers and the Hollywood gazillionaires don't "hedge their bets." Ninety-five percent of thexr money goes
into the coffers of the Democrats : .

. Some Republicans are furious at the big business betrayal. Pat Toomey, a second-term 'Rep'ublican' in the House who

represents Allentown, Pa., one of the most unionized areas in the nation, has been hit hard by AFL-CIO attack ads.

M. Toomey risked his neck for business by voting for the free trade agreement with China and against the minimum

wage bill. He wonders why business groups are locking arms with union bosses to help elect a Democratic Congress.




* companies doing busmess overseas,-so never mind the corruptlon, b1g busmess says keep the funds flowing.

' Part of the problem is that big business doesn't always support smaller government and free markets. When the

Republicans in the House wanted to terminate federal‘l funding for the International Monetary Fund back in 1998,
BIPAC and the Business Roundtable lobbied agamst the funding reduction. This despite the overwhelming evidence
that the IMF is an obstacle to pro-growth policies in poor nations. But the IMF provides a safety net for Fortune 500

Similarly, when some Republicans wanted to cut corporate. welfare grants through the Commerye Department, the |
business groups retaliated by calling the GOP anu-busmess "The truth is that in these and too many other mstances, it's’

~ the business lobby that's anti- ﬂee enterprise. : : e o

The brilliant Wall Street Journal colummst Paul G’Igot calls the busmess PAC commumty "rope sellers." They prov1de ,
the rope to the Democrats who will soon turn around and hang their shareholders. There are a few notable exceptions,

- such as the NFIB and the Small Business Survival Committee, both of which take consistently principled stands on

™
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policy issues. Their members don't want anything from Congress. They simply want to be left alone. But when it
comes to corporate America, big business and big govemment seem to be as cozy as ever. Ralph Nader is absolutely '

right on this point.

All this is to say corporate America has a suicidal xmpulse It aids and abets its own worst enemies. Repubhcans
should stop carrying water for big business. If they do the business PAC money will start to pour money behind them

lxke never before.

Stephen Moore is president of the Club for Grow'th.

CORRECT ION-DATE. November 15,2000 -

' CORRECTION:

The Nov. 6 column by Stephen Moore tltled "Suicidal corporatlons" should have stated that the Business Round Table
gave money to Democrat Dennis Moore im a tight Kansas congressional race against Repubhcan Phil Kline. o

GRAPHIC: Chart,,BIG BUSINESS POLITICAL GIVING, By The Washmgton Tlmes
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HEADLINE: Adding makes it bigger

BYLINE: Stephen Moore

Al Gore continues to assault George W. Bush's $1.5 tnlhon tax cut plan because 1t would "spend all the budget
surplus.” But Mr. Gore's own federal spending plans and promises are costlier than Mr. Bush's tax cut - by a lon shot.
These new spending proposals are so enormous tax increases might be necessary o keep the budget in balance under a
Gore admm1strat1on ' :

Mr. Gore's campaign proposals - for universal federal preschool fundmg, drug benefits to semors the Kyoto global
warming treaty, anti-smoking programs, expanded Medicaid health coverage, and the like - would add $1.6 trillion to :
the federal budget over the next 10 years. And the price tag for his new entitlement programs could ‘mushroom to

about twice that amount in the decade after that. Gov. Bush is right: no Democratic presidential candidate in the last

30 years - not Michael Dukakis, Walter Mondale or even George McGovern - contemplated such a high-priced menu
of new federal initiatives. In fact the cost of Mr. Gore s spending schemes exceeds those of Ra]ph Nader's Green

Party.

1 have scoured through all of the spending proposals presented on the Gore 2000 web sité or in the latest Clinton-Gore -

budget proposal presented to Congress. I have added to that the taxpayers' tab for all the special interest campaign trail
promises.Al Gore has made over the past several months. As the table shows, the biggest-ticket items are new
entitlemnent programs. For example, Mr. Gore's gold-plated prescription drug benefit program for seniors would cost

' $432 billion. His "Retirement Savings Plus plan" would dole out another $200 billion in tax dollars to low-income

workers - many of whom cannot afford to save on their own because of the 15 percent Social Security tax. Expandmg
government health coverage to uninsured families would, conservatively estimated, cost $146 billion. His plan to
provide free or subsidized preschool for 3- and 4-year-olds carries a $115 billion pnee '

Mr. Gore s bluepnnt also envisions beeﬁng up the budgets of most of the federal regulatory agencxes including the
Occupational Safety and Health Administration, the Environmental Protection Agency, and the civil rights and '
antitrust snoops at the Justice Department. He wants $16 billion for teacher pay raises; a $200 million anti-smoking
initiative (it is the least he can do; after all, his sister died at the hands of the evil tobacco companies), $45 million for
curtailing violence at abortion clinics, $2 billion to combat urban sprawl, several hundred million to develop solar

_ energy and other alternatives to fossil fuels, $2 billion for a "livable cities” plan, at least $1 billion more for -

researching global climate change and the ultimate in political correctness: a new Labor Department program to "tram
women for high-tech jobs (no price tag listed)."

- The precise total comes to $1.64 trillion of new spending through 2010, or almost $15,000 for every household in

America. Note: This does not include the $500 billion of targeted tax carve-outs for 1970s-type initiatives such as "a
tax credit to consumers for the purchase of more foel- eﬁiment cars and SUVs," "lifetime learning tax credits," and




building energy-conserving homes. - : e

What is perhaps even more astonishing than the %ff%z;rd of new programs endorsed by Al Gore is that he has -
suggested virtually no offsetting budget cuts. All this new spending would be paid for by squandering the. expected tax
“surpluses. Out of the several thousand federal programs in the 1,600-page federal budget, Al Gore, the man who- -
invented reinventing government, hasn't yet identified a smg]e one in his presn ent1al campaigmthat should be -
_ termmated (Alas, nelther has Mr. Bush.) : : - :

In the presidential debates and on the campaign trail," Mr. Gore has cultivated a fiscally moderate image. But this is N
s1mply the vice president reinventing himself. The truth is that from the moment he first entered Congress rmore than .
20 years ago, Mr. Gore has been a relentless advocate of nanny-state government expansionism. In 1989 and 1990, _
Mr. Gore won the National Taxpayers Union award for the biggest spender on Capitol Hill, on both occasions nudging

" out Ted Kennedy for this dublous honor Inll of 13 years, Mr. Gore recelved the lowest possxble NTU grade ﬂ'om '

& NTU on taxpayer issues.
] -

%> Nor is there much hope Mr. Gore S running mate will push th in aless taxpayer-hostlle dlrectlon NTU reports that
po, SED. Joseph Lieberman, Connectlcut Democrat, votes with taxpayers just 6 percent of the time, rating him a lifetime F .
grade as well. Mr. Gore still crows about voting against the Reagan tax cuts in 1981 - even 35 million _|obs and 10,000

'-:T points on the Dow Jones later. The Joint Tax Committee recently announced that if it were not for the Reagan tax cuts,

' ”“T the average income famlly today would be paying some $6, 000 a year more in taxes ' '

lf enacted. Al Gore's new generatlon of federal welfare state entitlement programs would. be ticking ﬁscal tune bombs

w:th costs that would explode over the next decade, just when Baby Boomers are set to retire and the budget is

expected to go back into deficit on its own. Mr. Gore's audacious $1.5 trillion agenda to'nationalize day care, health
care, education, crime fighting, transportation policy, health care, zoning and traﬁic patterns are brilliantly softened
wnh eonservanve rhetoric about advancing "ﬁscal responsibility." : o ; :

Al Gore is not so much a man who wants to remvent govemment as he -1s a man who wants m'eeieginlhlze it. I-hs
proposed blitz of new spending is more expensive than any other pres:dent]al candidate has sought since Lyndon
-Johnson unveiled the Great Society. : .

And just when we thought the era of big govem@ent was over.
| Stephen Moore is presxdent of the Club for Growth and a fellow at the Cato Institute.
****CHART l
'GQRE'lS TRILLION-DQLLAR' SPENDING S_CHEME
PROGRAM lO-YﬁAR ESTIMATED DESCRIPTION COST (IN BibLIONS)
Social Security Plus Accounts = $$‘60
~ Prescription drug benefit for seniors* = 224.
Social Security for widows = 150 -
-Federal health insurance for chﬂdren 146
- Military pay increase = 135

"Five Point Education” plan =115




' Pollution reduction incentives = 68

.rUn‘iversaI'preschool 50 - . Lo L Cn Ty

Information technology mmatwe* = 23

21st century research fund = 21

Foreign aid expax_isions =19 ' ‘i

: Fa.rm safety net =11

Public transit subsidies = 10
Increase cancer research budgét** =9

Day care subsidies = 7

After school programs = 6

Federal land faurchases =6 .

" Increased re’gulatpry enforcement = 6

Medicaid/S-chip = 6
Energy conservation=35 -

Kyoto Treaty compliance = 5

: Bmwnﬁeld§ redevelopment =4 .

Rent subsidies = 4

~ Anti-urban sprawl programs = 2

Equal pay initiatives =1
Total =$1,602

* Based on estimates in Clinton adm1mstratxon s FY 2001 budget

** Thisisa ﬁve-year program

GRAPHIC: Chart, GORE'S TRILLION-DOLLAR SPENDING SCHEME, By The Washington T1mes Cartoon I
INVENTED A WAY TO MAKE ALL THESE DELICACIES SO THEY WOULD NOT MAKE GOVERNMENT

BIGGER!, By Mike Shelton/The Orange County Register (2000)
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HEADLINE Not a do-nothing Congress

, BYLINE: Stephen Moore -
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With Congress finally set to adj ourn, the Washington pundits are blastmg the "do~nothmg" Republlcan Congress Wall
Street Journal writer Al Hunt recently wrote a scathing column on the GOP's legislatlve record, titled: "The Sorry
106th." Mr. Hunt seethes that "this has been one of the pettiest, most irrelevant sessions full of cheap shots and
expensive pet projects while brushing aside big issues.” : .

‘What the press is missihg in all this is that in this sizzling economy there's a lot to be said for do-nothjngism and
gridlock. "When you're in the groove economically," says economist Arthur Laffer, "you want to stay in the groove.
The Less Congress does, the better." Ray Keating of the Small Business Survival Committee has shown that, over the
past 20 years or so, the economy tends to do better the fewer laws Congress passes. :

- Economist Jim Bianco of Arbor Tradmg Co. has looked at the evidence over the past several decédés and he -

documents that the stock market performs more than twice as well when the Congress is out of session - and 1sn't

" regulating, taxmg, spending or engaging in other meddlesome activities that erase wealth.

In Washmgton, "do-nothingism" is defined as refusmg to pass the Democratic legislative wish list. So the fmlure to
enact a Medicare prescription drug benefit, campangn finance "reform" legislation, a health care bill of nghts (really

"the trial lawyers' bill of rights” ) a minimum wage increase, and day care subsidies is disparaged as a sign of the GOP -

Congress' ineffectiveness: A strong case can be made that the greatest virtue of the Republican Congress over the past .

six years has been its judicious inaction on Bill Clinton's most economically destructive ideas - - notwithstanding the
-unsightly election-eve. spending spree that funded many of Bill Clinton's budgetary priorities.

But the charge that the Republicans m Congress have done nothing productive this year is contradicted by examining .

their legislative track record. The Republicans in the House and Senate have passed a slate of impressive and
pro-growth bills this year, desplte their razor-thin five-seat majority. Here's a l1st of the accomplishments:

- (5) Repeal of the Social Security earnings test imposed agamst seniors who continue to work after they reach the age

of 65.

. (5) Phaseout of the unfair death tax over 10 years.

(S) Passage of the free trade agreement with China.

' (5) Marriage penalty elimination.




(5 Suhsetting the IRS tax code.
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.(5)‘ Telephone tax repeal. . ' - ' C - ST

.media, because most of those in the chattering class don't. favor these changes. It's a very peculiar double-standard in
* Washington that failure to enact a new multibillion-dollar entitlement for Medicare is denouinced as a sign of

. Bill Clmton, of course, vetoed the death tax and mamage penalty relief. Where are the. howls of protest from the o i

(5) Banking reform.

(5) The largest budget surplus in American history.

N

That's a lot of acﬁvny for a "do -nothing Congress." Noxié'of this is regarded as of much consequence to the natlonal

"do-nothingism," but passage of a bill to eliminate the death tax, the most despised and unfalr levyin the entire RS
code, is greeted with a ho-hum.

media about White House obstructionism?

Republicans can and should run on their record of accomphshment Despxte the recent doldrums in the stock market,
the Dow-Jones has nearly tripled from 3,600 to 10,500 since November 1994 when the GOP seized control of !;th
houses. Interest rates have fallen by more than 100 basis points since then. More than half a trillion of national debt
has been erased. In six years the GOP has cut the capital gains tax, approved two major free trade agreements,
reformed welfare balanced the budget and brought government spending down from 22 percent to 20 percent of gross

domestlc product

If Republicans hold on to Congress and win the White House in November, they will almost certainly abolish the
death tax, cut income tax rates, begin the process of converting Social Security into a system of private retirement
accounts, and expand school choice options for tens of thousands of farnilies across the nation. All those 1mt1at1ves '
could have enormously positive effects on the American economy. This stands im stark contrast to Al Gore's own
activist agenda - the Kyoto treaty, the Microsoft antitrust case, a carte-blanche for trial lawyers to skim the cream off
every successful industry, and at least three new social welfare entitlements - whlch could hardly be more

economically wrong-duecttonal

Alas, Al hunt is right about one thing: There has been a pork fest on Capitol Hill of late. My dreary prediction is that
federal spending may actually rise faster 1f Republicans control the White House and Congress than it has under the

Clinton years.

In fact, if there is any complamt about the Repubhcans in Congress, itis not that they did nothmg It is that they d1d
too much : :

Stephen Moore is president of the Club for Growth.

GRAPHIC: Photo, 'NO CAPTION, By Damon Scheleur/Special to The Washington Times
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In recent days, the pamcked Gore campangn has been firing rhetoncal Scud mlssrles at George W Bush's record in
Texas. The latest screed from the Gore campaign blasts George W. Bush for being a fiscally reckless governor. Mr.
Bush has "spent the surplus in Texas on budget busting tax cuts,” charges the vice president. Mr. Gore also alleges that "

the one-time $6 billion budget surplus in Texas is "rolling away like tumbleweeds." He has also lambasted the Texas

governor for allowing the schools to crumble in Texas due to financial neglect

So what is the real fiscal record of George W. Bu'sh as governor? My .research indicates that Mr. Bush has racked up a
solid, if not spectacular fiscal and economic record in Texas. Although the budget has ballooned by about 40 percent
to $100 billion since he became governor in 1995, this has been a pace below personal income growth in the state. The-
U.S. economy has done well since 1994 - the Texas economy has performed even better. Under Mr. Bush the Texas

- economy has ranked well above average in population and income growth So, yes, the budget has grown a lot - too
~much, in fact - but the economy has grown even faster. . -

The Ggre campmgn is right about one thmg the tax burden has come down under Gov Bush. In 1993 Mr. Bush
signed a $1 billion property tax cut instead. Then last year he impressively pushed through another $l 7 b1llron
property and sales tax reduct:lon the biggest in Texas hJstory _

On the Cato Institute ﬁscal policy report card of the govemors Gov. Bush received the grade ofa B and the 4th best
score of 46 govemnors examined. He came to Austin promising tax cuts, budget control (his predecessor Ann Richards

‘was the biggest spending governor in Texas hrstory) tort reform and a more pro-busmess regulatory chmate More or

less, he kept all of those promises.

If there's a blemish on Mr. Bush's record it is his eagerness to throw money at the schools in order to pacify the
education lobby. In last year's budget deal, Mr. Bush shoveled a record $2.1 billion of new money into the Texas
schools, and then called himself "the education governor." Feeding the education blob is hardly education reform.
Unformnately, on the presidential campaign trail, Mr. Bush has shown the same propensity to show commitment to
ﬁxmg our mediocre schools by fattening the budgets of the education blob and expanding the intrusive federal role.
Both are bad ideas doomed to failure. - :

Mr. Bush also needs to reestablish his fiscal conservative credentials by pin-pointing federal programs that his
administration would eliminate. There are hundreds of wasteful and obsolete federal programs in the $1.8 trillion

_federal budget. But so far the Bush team has failed to identify even a single program the governor would terminate.

M. Bush even evicted from the 2000 Republican platform any specific mention of specific program eliminations -
such as the National Endowment for the Arts, the Legal Services Corporation and the Department of Education.




' Nonetheless from a taxpayer standpoint Mr. Bush's ﬂscal record is sterhng compared to that of Al Gore Dunng his

 tenure in Congress Mr. Goré was ranked at or near the bottom of the National Taxpayers Umon rankmg every yea.r In

1989 and 1990 he was, the biggest tax and spender in the entnre Umted States Senate

Mr. Gore's mudslmgmg at Mr. Bush for unbalancmg the budget says more about the vice pres:dent's anthmet:c skills
than it does, the governor's fiscal record. The latest state comptrolier report indicates a $1 bllhon-plus budget smplus
in Texas not a deficit. In fact, Mr. Bush has produced'a surplus 6 years 1n arow. S

. h

Gov. Bush has countéred Mr. Gore's attacks by warning: "Don't mess with Texas " He has also lobbed a grenade back ..

-~ at the Democrats: "If Al Gore suggests a state with a surplus shouldn't.cut taxes, then how can the American people_ :

N
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count on Al Gore to-cut taxes when our nation has a surplus?" Good question. The big fiscal difference between
Messrs. Bush and Gore is that for 8 years Blll Clmton and Al Gore have promised mxddle class tax cuts, whﬂe Mr

Bush has actually delwered them.

Stephen Moore is pres:dent of the Club for Growth and a fellow at the Cato Instltute

GRAPHIC: Cartoon, ALL1 SAID WAS, 'TEXAS' .NOT TAXES., By Gary Mark Stem/Mllwaukee Joumal
Sentinel (Copley News Serviée) ; Chart, TEXAS OUTPERFORMS NATION By The Washmgton Tunes
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In the final weeks of the 106th Congress Republicans on Capitol Hill have an. opportumty to pass an 1mm1gratlon blll

that would have a substantlally positive 1mpact on the U.S. economy.

By combmmg an increase in visas for high- tech workers Wlth a more generous' legalization program for many-C-entrlal .

Americans already here, the immigration bill would be shrewd pohtlcs too, potentlally steering many Latino voters in
to the Republican camp. .

The economic case for the immigration bill are almost beyond dispute. It turns out that one of the biggest impediments

to continued prosperity is not a scarcity of oil, but a scarcity of talented and hard-working people. Everywhere I travel,

the single most persistent complaint I hear from employers is the need for more workers. Charles Hilton, the owner of

six hotels in Panama City, Florida tells me that "we couldn't keep our hotels open if it weren't for immigrants. We still - |
" need a lot more: " : .

" The labor shortage problem is not a myth made up by greedy employers Silicon Valley desperately needs more

computer techmc1ans, phy51c1sts mathematicians and electncal engineers.

A 1999 study by the Joint Venture in California, estlmates that the acute shortage of workers in Sll1con Valley costs
employers about $3 bllllon a year _ .

Meanwhn]e in the fast booming Southwest, construction companies cannot fill $12 to $15 an hour Jobs Service'

industries across the nation complain that they can't find nurses, lutchen help, waiters and wam-esses, clerks, maids,

home care workers, and auto mechamcs

Anti-immigrant groups, such as the Federatlon for Amencan Imrmgratlon Reform (FAIR), are trying to spook the

public with stories of Americans losing good jobs if more immigrants gain visas. But years of economic research can't -

detect much of an impact of immigrants on unemployment or wages for Americans. In some localized markets and in

* some industries - the taxicab market in D.C., for example - immigrants do displace Americans. But the flexibility of

our labor markets allow fairly rapid adjustments, allowing a person displaced from one job, to quickly snatch up
another. Consider this awesome statistic: Over the past 20 years, the U.S. has admitted about 15 mllhon new
immigrants. But over that period, the unemployment rate has fallen by almost half.

If anyone thinks closing the.gates to immigrants is a good way to protect jobs, take a good look at Europe. Many

-European nations have become more nativist in recent years, closing their doors to forelgn workers. Guess what?

These nations typically have unemployment rates twice as high as ours.




t .

. Imm1grants aren't just doing the grunt work. They also provide teclmlca] sktlls needed in our cuttmg edge R
o hrgh-techno]ogy industries, -as well: As many as 1 in every 4 workers in Silicon Valley are forelgn-bom 1 once asked a

personnel manager at Hewlett-Packard what would happen if Congress closed the golden gates to new immigrants. "It
would bring our semiconductor 1ndustry to its knees," he answered- without hesitation. In th1s age of globa.l
competmon for brain power and talent, we need as many talented forergners as we can get -

So here's what Congress should do. First, double the" fumber of so- called HI1B visas for unmrgrants with special
technical skills that are unavailable in the U.S. labor fome Sen. Spencer Abraham; Michigan Repubhcan has been' .
pushing fot more high-skilled immigrants and he is right. "What s the sense of teaching foreigners in- American

. 'universities and then not allowmg them to work here after we've subsrd:zed therr educatlon, he notes. Good questlon '
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Next, we need to start acceleratmg the citizenship process for many of the immigrants already here The backlog for ‘
U.S. citizen applications now is approaching the 2 million mark. Congress should be encouraging citizenship, hot
creanng every concewable roadblock to it. Sometlmes it seems the INS is a less fnendly federal agency than the IRS '

Finally, there are several hundred thousand Central Amencans and Eastem Europeans who long ago ﬂed thet.r
war-ravaged countries and sought freedom here. Many of these refugees have been in the U.S. for as many as 20 years
working, contributing, and staying out of trouble. But they still baven't gained the legal protections they deservg. They "
are, for all intents are purposes, Americans, but without the propér paperwork. Repubhcans could build up a lof of
good will with Latinos and other ethnic groups, if they dmplayed some compasswnate conservatrsm and al lowed these
Amencans in name only to become full-fledged citizens. :

/
Congress can and should get all this done this year ‘With these changes, we can allow several mrlhon aspiring
Americans to fulfill their life long dreams. Moreover, we can ensure the immigrants to the U.S. over the next 20 years
will be the most talented people ever to come to these shores That's a proven formula for nanonal greatness. And 1t

could help the GOP win elections too.

: Stephen Moore is pres1dent of the Club for Growth.
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The World Bank's new report on global poverty is chock full of precxsely the kind of wrongheaded economic thmkmg
that the Bank has become so (in)famous for. Congressional Republicans should seize upon this most recent study on
“the extraordinarily uneven" gains from global capitalism as evidence the Bank is hopelessly left-leaning and infested
with politically correct scholars who haven't the slightest clue about how to help nations create wealth and prosperity.

The Bank is a deterrent to economic progress and the U.S. does a great. dlsservnce to the world's poor by contmumg to -

fund it.

What is creatmg all the fuss over this report is its boneheaded conclusron that globa] capitalism is failing to pull the
poor out of poverty. This is a strange conclusion indeed, given that the trend away from command and contro}
economies and toward free markets is lifting living standards almost everywhere around the world (outside of Africa).

- How could the Bank disregard all evidence of material progress and conclude that world poverty is a bigger problem

today than 10 to 20 years ago? Because it uses a new elastic definition of "poverty." According to the gobbledy-gook:

in the report, poverty is not just a lack of money, but "power]essness, voicelessness, vulnerability and fear " Heck, by -

this defmmon we could all be in poverty

The report's conclusions fmm the faulty findings are even more off target. The Bank's chief economist 'says "global =
capitalism is failing the world's poor.” Therefore, what is needed is a bigger government sector in health care, greater
political rights for women and even affirmative action for the poor and minorities. The key to conquering poverty says -
the report is to give more political power to the poor. No, the author wasn't Che Guevera, but there are so many |
sophisms in this report that it sure sounds like him bellowing from the grave.

Some of the report's conc]usrons are simply factually inaccurate. For example, the Bank says the world's poor are
getting poorer and that they are inore vulnerable to disease. Dead wrong on both counts. In fact, worldwide per capita

living standards have more than doubled since 1960. The world's two wnost populated nations, China and India, have

recorded stunning progress in living standards over the past quarter-century. How? By privatizing state owned
enterprises, moving toward free market policies and establishing private property rights in agriculture, by cutting the
government sector, and by chopping confiscatory tax rates.

The past 30 years has witnessed the greatest era of global prosperity in world history, and the Bank completely buries
the lead, by emphasizing "income gaps” rather than "income gains." Globalization has been a big component of the
success story. International trade is bringing new and higher-paying jobs to poorer nations where historically jobs at

livable wages outsrde of agriculture have been scarce to nonexistent.

As for health care, the progress here has been even more thunderous. The infant mortalit& rates in developing




: toT 1

countries have been cut by more than half, just since 1970 in most non-African third world nations. Life expectancies -

. have soared even in the poorest countries like Bangladesh and India. This is mostly due to incredible gains in =

¥nutrmon‘ sanitation and basic health care: The world's mhab1tants are less vulnerable to dlsease today than ever before '

in human h15tory

Just about the only place on Earth where economic and health progress has not occurred has been Afnca But the .
failing African nations tend to ‘be the least connected to the forces of globalization. Global capxtahsm is not the cause
of the horrible epidemic of death and economic backshdmg in Afrlca Global capxtalrsm appears to be these nations

Ve,

only possible salvat]on _ u'

' The World Bank hasn't aclue to as to what causes countnes to get rich. It's not really very compllcated A recent

.t“\l

 Heritage Foundation'report shows that nations that have the most economic freedom have the most economic -

progress. Nations that are the most economically free have per capita incomes that are rough]y 10 times higher than

those that are not free. Phil Harvey of DKT International and I recently used the Heritage index on economic freedom o

and discovered that natiors that have the most open and free economies have life expectancies for their citizens that
are 20 years longer than for residents of the most unfree nations. This may be hard for the World Bank bureaucrats to
comprehend but economic freedom (i.e. capitalism) really is the panacea to better health and greater wealth ' o

After reading through this most recent report, it is hard not to sympathize w1th those leﬁwmg protesters who ral ed in"

' front of the World Bank and IMF buildings last Spring in D.C. They were right: These institutions are dangero

There's no evidence the billions of dollars of development aid over the past couple of decades has done much good
and the "ﬁ'ee" economic advrce it offers is even worse.

One sure way to advance world economic prosperlty isto stoo United States.government funding of the World Bank. : |

~ Stephen Moore isan ad_]unct fellow at the Cato Institute and president of the Club for Growth

GRAPHIC Cartoon, WORLD ECONOMIC FORUM ; Chart FREE COUNTRIES ARE WE.ALTH]ER AND
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% The latest screed from the Al Gore campalgn blasts George W. Bush for being a fiscally reckless governor. Bush has

I "spent the surplus in Texas on budget busting tax cuts,” charges the vice president. Gore also alleges that the onetime

) $6 billion budget surplus in Texas is "rolling away like tumbleweeds." In his speech at the Democratic Nahonal '
Conven’uon, Gore claimed that schools are crumbling in Texas due to ﬁscal neglect.

So what is the real ﬁscal record of Bush as governor? My research mdlcates that Bush has racked up a solid, if not

spectacular, fiscal and economic record in Texas. Although the budget has ballooned by about 40 percent to $100

billion since he became governor in 1995, this has been a pace below personal-income growth in the state. The U.S.

economy has done well since 1994 and the Texas economy has performed even better. Under Bush the Texas

economy has ranked well above average in population and income growth So, yes, the budget Thas grown a lot too
* much, in fact - but the ecoriomy has grown even faster. -

The Gore campaign is right about one thing: The tax burden has come down under Bush. In 1993 Bush'craft_ed a
complicated tax-restructuring scheme that proved to be hugely unpopular with small businessmen, who saw the plan  --
as a back-door tax hike aimed at them. The plan became a political hot potato, so Bush wisely abandoned it in favor of

a $1 billion general property tax cut instead. Then last year Bush impressively pushed through another $1. 7 billion
property and sales tax cut. , :

On the. Cato Institute fiscal-policy report card of the governors, Bush received the grade of "B" and the fourth best
score of 46 governors examined. He came to Austin promising tax cuts, budget control (his predecessor,- Ann
Richards, was the biggest-spending governor in Texas history), tort reform and a more pro-business regulatory
climate. More or less, he kept all of those promises. If there's a blemish on Bush's record, it is his eagemness to throw
money at the schools in order to pacify the education lobby. In last year's budget deal, Bush shoveled a record $2.1
billion of new money into the Texas schools and then called himself "the education governor." Feeding the education .
blob is hardly education reform. Unfortunately, on the presidential campaign trail, Bush has shown the same
propensity to show commitment to fixing our mediocre schools by fattening the budgets of the education blob and
expanding the intrusive federal role. Both are bad ideas doomed to failure. ‘

Bush also needs to reestablish his fiscal-conservative credentials by pinpointing federal programs that his .
administration would eliminate. There are hundreds of wasteful and obsolete federal programs in the $1.8 trillion
federal budget. But so far the Bush team has failed to identify even a single program the governor would terminate.

- Bush even evicted from the 2000 Republican platform any mention of specific program eliminations, such as the
National Endowment for the Arts, the Legal Services Corporation and the Department of Education.-




Nonetheléss, from a taxpayer standpoint Bush's fiscal record is sterling compared to that of Gore. During his tenure in

~ Congress, Gore was ranked at or near the bottom of the National Taxpayers Union rankmg every year In 1989 apnd -

' 1990.he was the b1ggest tax-and-spender in the ennre Senate. . S o —

1)

Gore's mudslmgmg at Bush for unbalancing the budget says more about the vice pre51dent's anthmetlc skllls than it
does the governor's fiscal record. The latest state comptroller repon indicates a $1 bllhon-plus budget surplus in

" Texas, not a deficit. In fact, Bush has produced a surp]us six years in a row.

Bush has countered Gore's attacks by warning: "Don't mess w1th Texas." He also has lobbed a grenade back at the _
Democrats: "If Al Gore suggests a state with a surplus shoﬂldn't cut taxes, then how can the American people count on

. Al Gore to cut taxes when our nation has a surplus?” Good question. The big fiscal difference between Bush and Gore

wr
| a:)
i
| P

o
P

4.

is that for eight years Bill Clinton and Al Gore have promised mlddle-class tax cuts, while Bush actually has delivered '
them. - . '

Stephen Moore is pres;dent of the Club for Growth and a fellow at the Cato Insmute in Washmgton
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HEmLIN E Avo1d1ng a budget tram wreck
BYLINE Stephmn Moore |

BODY: .
House Republicans recently anounced that when 1t'comes to the upcommg budget negotlanons with the Winte

House, they are willing to meet Bill Clinton "more than half way." GOP leaders are so tewified of another government
shutdorin that no annite House spending demand will be rernmsed no marer how fiscally reckless : -

Sou.uxd familiar? This was the same blunderous negotiating tactic that near'ly cost Republfcans the House in November.
1998. In those midterm elections, the Republicans' predicted 20-30 seat pick up in the House melted away into losses.
Why? 'Ihe anti-big goveFent agenda was abandoned and conservative voters stayed home

Republlcan leaders have already begun to capiurrate to the Clinton leﬂlst agenda The minimum wage will be raised
for almost no meaningful concessions on the part of the 2emocrats .There 15 also talk of pre emptive political

. sCender on a lousy and costly health care BilI of ights 4genda that will mostly benefit tnial lawyers and will only

add to the cost of medical care in the United States. Expect beefy i increases in the budgets for the National Endowment

for the tts the Legal Servicés Corp Goals 2000 and the Education Department Even the Internal Revenue Seurtide

is slated for a big budget boost. The House leadershlp nok says they are wolnéd about the adverse polithcal
ramificktions of failing to enact a prescription Ng benefit So Ae may get a neS multibilhion Lollar ent:tlement on

Election Eve as well.

What's going on here? There's certainly a strong case for closing down congressional business as quicDy as possible in
the weeks Read . A short session would give incumbent huepublicans plenty of time to go back to their districts and *
campaign. But if they give away the store this fall, the question becomes: Campaign on whatth Republicans caht fun
this November if Artey seem to favor of buying voters a Volkswagen when the Democrats want the public to have a

druexus

Almost one-half trillion dollars has been larded onto the budget since the Republican "Contract with America” days.

Bill Clinton and Al Gore have instigated most of this spArt in government spending Yet over the past three years
Republicans have actually spent some $25 billion more on social programs than the White Housd originally requested;
this year Congress may outspend the Clinton-Gore team yet again. V fact, a just released study by my colleague Steve
Slivinski and me, finds that the 106th Congress is on pace to raise social spending by more money in real terms than *
any Congress since thie late 19705 when Jimmy Carter occupied the Oval Ofuce. - ,

Back in 1995, Republicans vowed to end the kmds of counterproducnve social programs that have been rotting in the
budget -in some cases for décades. Back then the Klture lifespff” of the National Endowment for the fus education

‘ahnding, the school lunch program, and Ttul showslik¢' Sesame Streei on public broadcasting seemed seriously 1n -

doubt. But not only have almost all of these programs beeAD 1ssued a new lease on life most are prospe Whg as never .




‘before Since 1996 not a s1ngle federal program of any fiscal consequence has actually been ehmmated Not one

The Edueation Department budeet has soared by more than: 35 percent since 1996. That's the: blggest four-year
increase in the department since Jimmy Carter created it as a faver to the teachers' unions. It ‘will grow by andther 5-10
percent this year. Not only that, Republicans now list fundmg of educatlon programs beyond even Blll Clmton ]
requests as one of thelr accomphshments , P o

e

The federal government has become a cluttered closel full of obsolete agencies started in the New Deal and the Great

Society but never tossed away. The voters need to be remingled of all the inept ways that: Washmgton is spending their =
money. One of the few GOP stars here is Rep. Pete Hoekstra, Michigan Republican, who publishes a monthly Tale of

‘Bureaucracy with easily digestible horror stories of how Washington is mlsspendmg our tax dollars. Mr. Hoekstra's
‘reports show that most federal agencies cannot pass a simply audit - a requirement for all private ﬁrms —and that
dozens of agencies have tens of billions of tax dollars unaccounted for by the bureau heads : : -

”»'l’ Repubhcans should not. retreat from the bud get battlefield. They should fight Bill Chnton, A] Gore ‘and chk Gephardt '

¢ on the budget over every extra dollar they want to spend. We're approaching a $2 trillion federal budget. How: much is
™ enough? Republicans can't win in November if they have siurenderéd the claim of being the anti-big government

~q PATLY. They can win if they deﬁne Al Gore Democrats as the enemies of contmued prospenty and ba]anced budgets

wt

o If" compassronate conservanve Repubhcans try to match dollar for dollar Democrat spendmg initiatives, Messrb.

3 Gephardt and Daschle will continuously ratchet up their demands in any fiscal bidding war. This is as futile an -

. exercise as Wiley Coyote trying to blow up the Road Runner. It never happens. We already see the White House and:
N eongressmnrﬂ Democrats becoming more mtransrgent in their demands wrth the weak—kneed Repubhcans

Fundmg the leﬁ wmg s wish list of federal priorities is no way to per: suade American workers that Repubhcans deserve
- to retain their jobs this November. When Republicans have won their most resounding victories - the 1980 and 1994
elections come to mind - the party ran on an unflinching anti-nanny state platform. It's true that after years of

prosperity and rising incomes Americans have grown more ambivalent about big government. But amblvalence should

- 'not be confused with support. Right now congressional Republicans are behaving as if they will accept a budget deal -
with Bill Clinton at any price. But be warned: That cost may be an Al Gore Whlte House and a Dick Gephardt

speakership. That's far too hrgh a price to pay
Stephen Moore is pres:dent of the Club for Growth.
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After watching the Democratic National Convention in Los Angeles, I was reminded of a famous qulp by Mark
Twam First get your facts stralght then you can distort them all you llke
Pres1dent Clinton took credit for a long wave of economic prospenty that began 10 years before he was elected and for
a balanced budget that he fought tooth and nail to prevent after Republicans took control of Congress. To borrow a
phrase from Joseph I. Lieberman: That's chutzpah, But if we undistort the economic faots, we find Mr Clinton's story
of the current prosperity parts company with the reality. :

The Nattonal Bureau of Econormc Research reports that we are now in the 18th year of one long wave of prospenty
The expansion officially began in 1982 with the sipply side policies of Ronald Reagan.

The centerpiece of these pro-growth pol1c1es was tax-rate reductions. But the then-controversml depanure from ‘

. Keynsian limits to growth orthodoxy included sound money, deregulation, reductions in trade barriers and creating
peace th:ough victory in the Cold War. Michael Cox of the Dallas Federal Reserve Bank has found that over the past -

200 months, since the Reagan prosperity began the economy has been in recession Just elght months or just4 percent

- of the time. -

The bullish stock market began in 1982, not in 1992. Then, the Dow Jones hit its nadir at 800. Even the most
wild-eyed optimist would never have guessed that Reaganomics would lead to a Dow-Jones of 11,000 by 2000.

The historical perforrnance of the stock market provides other surprising revelations. Between 1993 and 2000 the
Dow-Jones has soared from 3,200 to 11,000. But in the two years.of the Clinton presidency when the Democrats
controlled Congress, the Dow rose by just 600 points, whereas in the nearly six years since the November 1994

elections the Dow has risen by more than 6,000 points. In other words, more than 92 percent of the increase in asset = -

values occurred after voters repud.tated Clintonomics in the landmark electlon of 1994,

The interest-rate story also throws a curve ball into Mr. Clinton's revisionist history. As the table shows, interest rates
and inflation began their long-term tumble in the early 1980s. In 1980, mortgage-interest rates hit the oppressive level
of 20 percent, and the inflation rate rocketed to 11 percent. Since the early 1980s, inflation has fallen by roughly a half
a percent per-year to the current 2 percent to 3 percent range. Three Americans were responsible for this monetary
success story Mr. Reagan Paul Volker and Alan Greenspan

‘Nor is it true that M. Clmton s world-record tax increase in 1993 lowered interest rates, as the White House boasts.

Actually, from 1993 through November 1994 (when Republicans won control of Congress), interest rates rose by 50




bas1spomts -_ : . o S '_ ~

- 1It's pretty much the same story with the budget deﬁc1t Aﬂer two years of Clmtonomlcs we were stxll 1ssu1ng $200
" billion of new debt every year. In1994, the budget deficit was cratered-at $203 billion, and the: Congresswnal Budget
Office predlcted that $200 billion deficits would afflict us well into the 21st céntury. Aﬂer two years Mr Clmtons
$500 bll]lon tax increase failed to balance the budget or even reduce red ink by much

What changed this gloomy financial outlook? The Republlcan balanced-budget plan in 1995 played a b1g role.In.
1995, Republicans forced Mr. Clinton to accept a baldticed budget despite two government shutdowns. The Wh1te

House was forced to submit five budget plans until he grﬁdgmgly proposed a balanced budget And those are "just the -

facts ma'am.”

"To be sur_e, Mr. Clinton has presided over what has arguably been the miost pros;ierous yeafs in'this century -He
deserves some of the credit for this astonishingly resilient expansion. Where his policies have been most productive -

for example, in promoting free-trade agreements, signing the Republican welfare reforms, cutting the capital gains tax . - i -

"’*y and allowing Mr. Greenspan to smother the last remnants of inflation in the financial system - he. has sensible
o *T followed the economically liberating path laid out by Mr. Reagan. His most dimwitted economic ideas - Hlllary
Rodham Clinton's health care plan and Robert Reich's fiscal stimulus plan in 1993 - were mercifully killed by

v

ST But Repubhcans better shake off their overconﬁdence If Amencan voters goto thc polls in November believin
’“T the Clinton-Gore policies have created peace, prosperity and trillion dollar surpluses, Al Gore will be the next
nd ~ president no matter how chansmat:cal]y challenged he is.- :

o~ /
It's the Reagan economy stupid. The Bush team beuer start remmdmg voters of that reahty or they're gomg to be
‘unemployed in a few months. _
Stephen Moore is president of the Club for G&owth and an adjunct fellow at the Cato Institute.
_ GMHIC Chart, WHO SHOULD GET CREDIT FOR THE ECONOMY? By The Washmgton T1mes
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“I' Back in March, not long after he dropped out of the Republxcan pnmanes for pre51dent Steve Forbes met w1th George

‘?I' W. Bush. Mr. Forbes offered to help Mr. Bush in any and every way possible. Mr. Forbes and his conservative
p. Supporters helped squash Arizona Sen. John McCain's insurrection and secure the nomination for Mr, Bush. So why
¢4 have the Bush people frozen Mr. Forbes out of the Republican National Convention and out of the campa.1gn team?

Ever since the McCam threat ended, the Bush campaign has totally ignored Mr. F orbes ‘Mr. Forbes s gracious offer to

help has never even been acknowledged. This is a mistake. Mr. Forbes is one of the great assets of the Republican
Party. He is the most articulate spokesman for the economic-growth agenda in the conservative movement. He has a
widespread following among the investor class, the Internet-wired population, and large and small business: leaders.

~ Yet he will be nowhere to be seen at the convention in Phrladelphla except for.a Club for Growth event that he will |

speak at on the last day.

By lockmg out Mr. Forbes - a slap in the face to those of us who supported him in the primaries -the Bush people
especidlly their economic advisers, are exercising bad judgment. How can Elizabeth Dole be asked to speak at the
convention, but not Mr. Forbes? Are the Bush people embarrassed by Mr. Forbes and his supporters" Are we
liabilities? That wasn't the attitude of the Bush peop]e back in March and April.

M. Forbes deserves a leading role at the conventwn and in the Bush campaign. He deserves it because - although he -
lost badly to Mr. Bush in the primaries - it was Mr. Forbes, more than any other candidate in both 1996 and 2000, who
‘thrust the pro-growth agenda on a Republican Party that was still in the grasp.of the Bob Dole austerity wing of the
party. Mr. Forbes was the political godfather of flat-tax cuts, of private accounts for Social Security, of Medical
Savings Accounts, of educational choice for parents. A .

Mr. Forbes is a national spokesmen for free trade and a strong dollar. Mr: Forbes has the capa'city to rally the Reagan -

~ supply-side wing of the party in a way that no other Republican can. Mr. Bush smartly picked Richard B. Cheney as
‘his running mate Mr. Cheney is second to none in his knowledge of foreign policy and national-security issues. Mr.
Forbes is second to none on the prosperity issues. He's head and shoulders above anyone that Mr. Bush has working
for him now on the economy. Mr. Bush needs Mr. Forbes's counsel and advice.

Mr. Bush must reach out to Mr. Forbes. Why not announce that Mr. Forbes will be the chairman of his ¢conomic ~
team? Or make it known that he ¢ould be the Treasury secretary or head of his National Economics Commission (that
" Robert Rubin headed in Clinton's first term). This would electrify and unite the party at what is shaping up to be an
otherwise business-as-usual four days in Philadelphia. Mr. Forbes is also the culturally conservative, free-trade,
pro-growth antldote to Buchanamsm But if the Bush campaign continues to freeze out Mr. Forbes, then his Reagamte

. -




® o

éupporter’s might just sit on their hands during the upcoming -c_ampaig'n.

o This week the Republican theme inPhiladelphia.is unity. The, parry is advertising ifself as "a big tent"-that fits all the :

rival factions together. Mr. Bush has even embraced his main pnmary rival, Mr. McCain. Surely this brg terit shou]d
be big enough to fit Forbes and his supply-srde followers : S - . :

Steve Forbes is a: great resource. Mr Bush should put him to work ‘both in thls campann, and especrally when he i 1s in
the White House b S : . : :

Lawrence Kudlow is chief economist at ING Barmgs and étephen Moore is presrdent of C]ub for Growth

| GRAPHIC Illustrauon Steve Forbes, By Wright
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=1 There is an old Joke about teachers that goes like this: What are the three best reasons for becoming a teacher‘7 June

a .Tuly and August.

':1 Lately there has been a massive propaganda campmgn about the inferior pay that teachers receive for their

r J nme-month—a—year Jobs Earlier this month the National Education Association (NEA) held its national convention m .
Chicago where the union publicized a study indicating that teachers are paid $30,000 a year less than computer
engineers and other professionals. Robert Reich recent]y moaned in his National Public Radio editorial that we are
never going to get better schools until we start paying teachers more. And many fast-growing communities complaln
there is a severe shortage of competent teachers. The message is: If parents want school quallty, they are going to have

~ to pony up for it.

If only the solution to better schools were just that simple. It is not. Most public school teachers are not paid less than
a market wage, but more. There is a competitive marketplace for teachers and it is called the private school system.
And guess what? Private school teachers are generally paid about 30 percent less - yes, less - than what their public
school dounterparts eamn. In the Chicago area, Catholic school teachers are sometimes paid only half what the public
school teachers earn. Yet, every objective testing measure on student performance indicates that private school
teachers do a better job than public school teachers. Ahh, but the public school teachers complain the comparison is
unfair. Private schools have other advantages, including the fact they can impose discipline, they can expel problem '
kids, and they have parents who are more engaged. True enough, but this only reinforces the point that teacher pay is
mostly irrelevant when it comes to rmprovmg schools; it's these other factors: that are critical to academ:c exce]l-ce

Even if we examine just the performance of the public schools across the states, we ﬁnd teacher pay is totally
unrelated to student performance. :

* North Dakota ranks 44th in per pupil expenditures, 49th in teacher salanes, and in the bottom ten of every measure '
of spending. But it ranks in the top five in almost all measures of student performance.

* South Dakota ranks dead last in teacher salaries. It ranks third in SAT scores.

* New Jersey spends twice what Utah does on schools and yet New Jersey mnks in the bottom 12 in test scores and -
dropout rates among the states, whx]e Utah ranks in the top ﬁve in these achievement categones

-The problem wnh our schools is not teacher pay, it's the heavy hand of the unions. Today there are more than 4 mllllon
unionized teachers, 2.5 million of whom are members of the NEA. In 1960, only 20 percent of teachers were




ﬁhionized - now 80 percent are. Back then-public schools-worked. To‘day a-lot don't.

‘Nearly every meanmgful school reform measure has been reJected over the years by the unions: teacher competency

testing, true pay for performance, the abolition of tenure, vouchers, tuition tax credits, allowmg professxonal’s in other
occupations to teach part time, and other promising experiments. Because of the job-for-life Igws in most states,
Jeanne Allen of the Center for Education Reform reports that "in New York it can cost up. to $200 000 to dismiss a-
teacher who is incompetent.” - ‘

LI !

Ironically, at the same time ‘the teachers are complalmngahout being woefully underpald they somehow found the
discretionary income to afford to raise their union dues this' 'year so they can raise more money to defeat Republican

_candidates in November. (Helping the Democrats take back control of the House of Represematwes isatop NEA .

L

pnonty) The NEA collects more than $250 million & year in dues-from it$ "underpaid” clients. Big chunks of thxs_ ;

money is diverted to promoting political causes - including abortion rights, gun control, national health care, and racial

quotas - many of which have little to do with education. In August the teachers unions are expected to send more
delegates to the Democratic Convention than any other special interest group. What makes this union espec1ally
insidious is that it is willing to hold our nauon s 6-year-olds polmcal hostage to-achieve its self-servmg agenda of '

higher pay.

More money for teachers won't buy better schools What it will buy is more NEA fundmg for polmcal causes, |

including opposition to parental choice reforms that would actually mean more competition arid better schools.
wonder Forbes Magazine once described the teachers unions as "the worm in the gducation apple " Until parents have
total control over where they send their kids to school, and who teaches them, teacher pay raises simply further -
entrench a system that is failing our chlldren .

Stephen Moore is president of the Club for Growth.

GRAPHIC: Cartoon, NO CAPTION, By Asay/Colorado Springs Gazette;Telegraph :(Creator's Syndicate Inc. 2000)-
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c:,-l think it's so 1rr1tatmg that once I dle, sS percent of my money goes {0 the Umted States Govemment
)
C-’) - Oprah Wmfrey

June 9 witnessed one of the most stlmmng votes on the House floor in many years, The U S. House .of Representatlves
voted to phase out the death tax. Not to trim it; but to stick a stake through the heart of this destroyer of wealth and

fam11y legacies.

|- The death tax of course, has long been beloved by the class warfare lobby on the left as Washington's ultimate income
redistribution tool. Only the rich pay the death tax, they insist. Wall Street Journal columnist Al Hunt moaned last

“week that this is a tax that hits "only the sons and daughters of the elité-never the working class." In predictable
fashion, liberal think tanks including the Center on Budget and Policy Priorities protested that the richest 1 percent of -
American families would receive at least three-quarters of the benefit. David Broder of The Washington Post sneered:
"Congressional Republicans structure a $50 billion bonanza to the heirs of Bill Gates and other newly minted
millionaires. At the same time, they block modest workplace reforms, delay an increase in the mlmmum wage,
and drag their feet ona panent bill of rights." And that was one of the tamer outbursts.

Yet'desplte the indignation, the left was not just defeated on this issue. They were trounced. The bill passed
with unanimous Republican support - not a smgle'llberal Northeast Republican bolted. Even more astounding,
65 Democrats voted Aye. The House now has a veto-proof majority to terminate a 75-year-old tax. that robs the
grave of Americans and forces the famlly divestiture of farms and businesses. :

The Senate should now follow the House s lead. The momentum is with the tax slayers. The 'vote in the House
demonstrates this is not just the moral thmg to do; it is the polltlca]ly popular thing to do.

How can this be? After all, we have been told for the better part of the past 18 months by pollsters and pundlts
that Americans don't want tax cuts. Answer: the pundits were wrong. What is even more dlscombobulatmg to,
the Washington pinheads is how Joe Sixpack could support "tax breaks for the rich."

But the class warfare argument fell flat on its face. Even several liberal Democrats like Hawaii's Rep. Neil |
Abercrombie, supported the repeal. Mr. Abercrombie explained his vote by noting: "I'm hearing more
complaints about the death tax from my constituents than I did on the China trade vote." Stop the presses. Joe
Lunch-bucket wants the death tax ended. -




Again, the question is why? I think I canexplain the answer. Several years ago I sat in on a focus 'group. _

. - meeting on the death tax. About 25 working-class Americans - these were anything but rich fat cats - were _
“asked to.express their views on this issue. To my amazement, about 3 in 4 said they belleved the death tax’ was
unfair. : : . - .

Even when it was explamed to these workers again and agam that very few of the people in that room would
ever pay the death tax themselves, they reiterated even more forcefully that it's not a fair tax, regardless of who
pays it. These Americans instinctively understood-that when Bill Gates, or Oprah Winfrey or Michael Jordan
die with their billions of dollars of assets, that wealth- nnd savings already has been taxed. Up to half of it was' . -
taxed when it was earned. Stop the injustice of taxmg lt tw:ce, was the retort of these falr-mmded Amencans

As you can imagine, this was music to my ears. Teachers and construction workers and computer engineers can :
grasp a concept -double taxation - that Dick Gephardt and Tom Daschle are hopelwsly uneducable on.. o

& : _
1 | dlscovered at this meetmg that Americans hate the death tax for another more deeply mgramed reason. Most
Ii" voters just don't have that reflexive hatred for the rich and the successful that the class warriors do. Meution
John Walton, Bill Gates, Warren Buffet or Britney Spears and these middle class folks sparkle with admiration -
for what these fabulously rich Americans have accomphshed While most Washmgton pundits obsess all day
l v«r and night about how unfair it is that some people own yachts and Rolls Royces, normal Americans, when tlley o
i %' think about yachts at all, are scheming in their minds about how they can get one someday for themselv

‘:3 (Whyelse would the book "The Mnlhonalre Next Door" be such a mega-seller?)

¥ One thmg A{mencans love about America is that thns is the globe's.one true mentocracy. Yes, Americans are

compassionate (here George W. Bush is right on the mark). They want a system that doesn't leave people

behind. They are absolutely insistent about a safety net. But they innately disapprove of a tax system that

erases the rewards of success, virtue and hard work. They reject the income redistributionist mindset that a

| bigger slice of the pie for Bill Gates means a smaller slice for themselves. They disapprove of the death tax, .
strangely enough, because they think it is by its very design and intent, un-Amerlcan '

And here we have, wonderfully, the falrness- issue turned nght on its head. What Rep. Dick Gephardt, Missouri
Democrat, no doubt views as the fai_rest tax of all is viewed by his constituents as the most imrnoral tax. :

‘One last point. Yes, the Center on Budget and Policy Priorities is right that based on current wealth holdings, N
more than 90 percent of Americans would never be impaeted by the death tax. But as more and more ' .
Americans become owners and shareholders, the tax will start to bite even modestly successful ranchers,

*. farmers, businessmen and investors. The concept that eludes the class warfare crowd is that Americans are
dreamers and achievers. Most Americans think they themselves could be as rich as Oprah. This is the very
essence of the Ameircan dream. They aspire to a level of aﬂ'luence that only in Amerlca can ordmary people '
achieve. ‘ : -

And when their ship comes in, these ordinary Americans shudder at the idea that half of it is going to be
snatched away by their friends' at the Internal Revenue Service. .

Stephen Moore is pres:dent of the Club for Growth.
GRAPHIC: Illustration, NO CAPTION By Bob Newman/Los Angeles Times Syndlcate
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Séore one for George W. Bush. -
‘-Z
< On Monday the Texas governor took a major step forward in rallying 1he support of economic conservatives across the
& country with his bold proposal to partially pnvatlze the Social Security system. By announcing his plan to allow
P workers to place a portion of payroll tax dollars in privately owned investment accounts, Mr. Bush also starkly _
differentiated himself from Vice President Al Gore, who advocates no changes to the current system. On this crucial -
issue of pension reform, it is now George W. Bush who is boldly attempting to design a modern 21st century
retirement system, while Mr. Gore is tied to preserving a ﬁnanc1ally wobbly program that was originally designed
back in the 1930s by Franklin Roosevelt. . :

As 1mpressive as Mr. Bush's privatization proposai was, the governor's skillful and articulate defense of it in the wake -

- of predictable liberal media criticism. This is ultimately an issue about who should control workers' retirement dollars
‘The paternalist Al Gore says it should be the government. Mr. Bush rightly favors trusting workers to make wise '

- decisions with their own money. And he is right on message here. The winner of this crucial election will be the
candidate who reaches out to the burgeoning new investor class/ internet savvy voters - which includes 80 million to
100 million Americans today. With more than half of all workers now owning stocks, Americans are fully capable of-
making their own financial decisions. It is highly insulting to our intelligence when Al Gore patronizingly pats us on
the head and tells us we are not capable of makmg these decisions for ourselves.

The Democratxc establishment refuses to acknowledge that the pay-as-you-go funding of Social Secunty will lead to
financial turmoil within the next 20 years if innovative changes are not made today. The long-term unfunded liability
of Social Security is a Mount Everest-sized $5 trillion to $10 trillion of red ink, a much larger financial black hole than
even the national debt. If workers were permitted to place at least a portion of the 15 percent payroll tax into IRA-type
accounts, that they personally own, they could tap into the magical power of compound interest - which Albert
Einstein once labeled "the most powerful force in the universe." My strong preference would be to move toward a
complete and immediate privatization of the whole system, not a partial plan. Nonetheless, George W. Bush deserves

*a chorus of applause from conservatives for being the first-ever presidential nominee of the two major parties to call
for liberating Baby Boomers and Generation X workers from a system that robs them of their financial future.

The rate of return on Social Security these days is about 2 percent per year. Think about that from an investment
standpoint. If your bank, mutual fund or investment adviser were earning just 2 percent a year on your savings, you
would no doubt fire them in a nanosecond for gross incompetence. So why do we tolerate that kind of return from
Social Security? If a middle-age worker - man or woman -younger than 30 were permitted to invest his or her payroll .
tax dollars in a safe, diversified mutual fund account, and that account earned 6 percent per year, which is below the -




historical average tor the ﬁnanclal markets the worker would have more than-$1 mllhon ina retlrement nest egg at the ,
.age of 65. That nest egg would pay a monthly annuity payment not 2, not 3, but 4 times higher than the beneﬁt
:promlsed from Social Security. . . _ L o e
Mr. Bush seems to havé a keen eye for the po]itics of this issue. Young voters have deep skepticism about a retirement
program that sends their dollars to Washington for supposed safekeeping. A Cato Institute survey found last year that
18- to 30-year-olds think it is more likely they will see'a UFO (43 percent) than a Social Security check (28 percent)
during their lifetime. The idea of being able to personally invest some or all of these dollars is obviously a highly
attractive option for this Internet generation. Among the y.nder-40 age group about two-thirds strongly support
pnvatlzatlon _ .

'Most of Mr. Gore's response to the Bush plan was charactensncally feeble, untruthful and a further mdlcatmn of a

shallow mind at work. For example, the vice president argued that the poor, minorities and-‘women would suffer. That -

is dead wrong. Studies by the Cato Institute have proven it is black Americans - particularly black men - who get the
L Worst rate of return from Social Security of any group. Black American males have much lower life expectancies - 66
¢o On average - than white men and women. This means that black men often die right at the time they would .be eligible
™ to receive the benefits they spent a lifetime paying for. Under a privatized plan, they could leave their retirement-
P savmgs to their spouses and children. . .

. g The Bush program’ would also empower mllhons of workmg—class Americans to become owners of stocks and nds
' C:l for the first time in their lives: They would, in short, move out of the dependency class and into the shareholder class.
t Ownership is the fastest way to get rich in America. Social Security taxes are so high today. that many working - -
- ™4 families don'f have after-tax dollars to invest after paying the payroll tax. Workmg women, by the way, with a husband
who works, get the worst deal of all from Social Secunty :

Mr. Gore charges that pnvanzat]on would hurt the economy. Tlus is the most absurd allega’uon of all A recent study
by economist Martin Feldstein, president of the National Bureau of Economic Research calculates that the gains to the
American economy from privatizing Social Security would be in the trillions of dollars. When other nations, such as -
Chile, have moved toward private Social Security systems thetr economies flourished, their savings rates soared and

worker incomes rose rapi idly.

It is also noteworthy that many leading Democrats, including Sen. Robert Kerrey of Nebraska, have wholeheartedly
embraced the privatization option. Mr. Kerrey says Democrats who oppose this form of worker capitalism are
patronizing the poor "whose interests our party is supposed to represent.” Are you listening Al? The Democratic
Leadership Cowncil has also endorsed at least a partial pnvatxzatton of Soclal Security. So just how nsky and

= controversial can this plan be? . : : .

George W. Bush has shown an annoying tendency at times to sound more like a Clinton Democrat than a Reagan
Republican, as evidenced by his litany of new spending initiatives unveiled in recent months. I have been as critical of
Mr. Bush as anyone for this. But on the two issues that perhaps matter most to the future economic well-being of our
nation, taxes and Social Security, Mr. Bush has admirably defined himself as a bold, original thinker. Al Gore
meanwhile remains a captive of a status quo mindset. When it comes to retirement income and budget surpluses, Mr.
Gore's inclination is to trust government with the money, Mr Bush's is to trust us with our own money. :

Mr. Gore says the Soclal Security issue now is "one of the starkest differences of opinion in this campaxgn " For once,
he is telling the truth. Mr. Bush wants a new deal for Social Security. Mr. Gore would continue with the current rotten
deal. Yes, a stark dlfference indeed. :

Stephen Moore is president of the Club for Growth. _

'GRAPHIC: Illustration, NO CAPTION, By Bob Neuman/Los Angeles Syndicate
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- How many times do Repubhcans have to relearn the lesson that when they abandon thelr consetative/libertanan bloc
of voters they do not expand their base, that it evaporates? The political grave yard is full of contemporyy, examples .

Gerald Ford. George Bush. Bob Dole. The Republicans in Congress in 1998. All remmeated from the tt cut'tmtthmlted :

government theme of the GOP and got pumshed at the polls.

Undeterred by history, Repubhcan campaign strateglsts want to dust off thJs play book one more tnme for Campaxgn '
2000. It trTl almost assuredly yleld the same tunappy returns .

I recently asked a ]eadmg Republlcan consultant what the ovegdmg themes will llkely be for this November ¢
congressional elections. What will dive 1inpassioned voters to the polls?. The answer :money and moderatibn Money :

- Raise as much of it as possible. Moderation: Run to the. 50-yard lme on the political playmg field and camp out there

The Republlcans uninspiring "to do” list reflects Es attitude Senate Repubhcans now have the followmg pnontles l
for 200Z- increasing the 1997 budget caps, spending a lot more on education, expanding Medicare coverage, retiring -
the national debt, "saving Social Security" and raising the minimum wage. President Clinton and Vice President Al

Gore could and should sue the GOP for plagiarism. Meanwhile, tax reform, Social Security pnvauzatlon elimination '

of federa] programs have all been elbowed off the negotiating table. .

J oD McCam s 1mprobab]e upsets of George w Bush 11 some early primanés - cTing essenually a Eemocratic

‘message - is drquestionably one WYiving force behind this new tactic of makihg mce with big government. Mr.

McCain's capacity to aYract independent minded” Perotistd' voters. and even some conservahive Democrats has
Republican leaders salivating as if they were frat boys watching scantily clad J enmfer Lopez saunter onto the stage
during the GrMys . :

Seemingly evegy talklng head 1n Washmgton agrees that voters- even Republican voters- don't want tax cuts and. don‘t

~ wanthl ‘nsky schemés for Social Seciinty Fothier Clinton Democratic political guru Paul Begala recently ‘disfissed |

tax cuts as "so 1980s-ish.” And so it is that to hold on to the House and Senate, the Republican brain trust - and 31701"
has it that there really is one - has decreed that Reagan-like tax cuts are out. Eisc2TYower style debt rétirement 15 m

Not so fast. A juét—released Oogby poll of 1 000 registered Republican voters sugdrests that nhs is a dingbat stratepy;
The poll, sponsored by the Club for GroAR ,should be read and memonzed by evewsth aspinng Republican office

. seeker. The results. verify the lessons of recent history: If the GOP de-emphasizes its core cluster of growth i xssues, Hs

conservative base will unhe out and stay home One g/uestxon asked




How likely would you be to turn out to vote in the 2000 elect1ons if the Republican. congressxonal cand:date supported

: smph@mg the current IRS tax system"

<5

&«

Lo

<5
)
P
™

El ghty-two percent responded very llkely, It percent somewhat hkely Only 3 percent said: not hkely

A second questlon asked

How hkely would you be to turn out to vote in the 2600 electlons if the Republican congressmnal candldates
supported allowmg workers to place some or all of thempayroll tax dollars into an md1v1dual retn'ement account‘7

_'Two-thirds said they would be "very likely" to turn out to vote for the candxdate Only 7 percent said "not likely." -

Here's the problem. When is the last time Republicans spoke-about the flat tax? The nationial sales tax? Why aﬂer ﬁve' -
years of Republican control of Congress has the idea of allowing workers to place at least a portion of payroll tax
dollars into personal IRAs not even come up for a vote? Someone needs to knock Trent Lott and Denny Hastert's
heads together and remind them that a Social Security "lock-box" is a clever gnnmmk but is no substitute for a .
privately owned, fully funded retirement system. Similarly, eliminating the mamage penalty is a nice start, but it
doesn't make the tax code any less convoluted and it doesn't get the IRS out of our faces. :

The 1998 elections were a debacle for Republicans pnmanly because after spendmg months busting the bank oxl the
budget for bloated highway bills and Clintonite social programs, dispirited conservative and libertarian Republican
voters had no compelling motivation to go to the polls. And so they didn't, The GOP actually lost the vote of
Americans with incomes of more than $75,000 a year Predicted Republncan gains vaponzed and Republican

' majonnes narrowed some more.

Given the mdespread mood of voter contentment around the country, the ‘GOP may not be able tG. win w1th its
traditional pro-growth, anti-big government agenda. But the Club for Growth poll indicates they don't have a
snowball's chance in hell of winning without it. .

| Stephen-Moore is director of fiscal policy studies at the Cato Institute and the president’of the Clnb for Growth.
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A recent report by the Commerce Depanment 1nd1cate§ what many workers, i mvestors and consumers already knew
instinctively: the American economy has been growing in this decade a lot faster than first thought. ‘

The upwa.rd revision in economic growth a]so means Uncle Sam's share of the total economy is shrinking. This is

; despite much of the irresponsible spending enacted by President Clmton and the Repubhcan Congress that I and others

have railed against for years

In 1991, federal spending as a share of GDP hit 23 percent. In 1999, it fell below 20 percent for the first time since
1974. Moreover, this year federal spending might fall below 19 percent of GDP, which will be the lowest level since
Premdent Lyndon Johnson's Great Society was launched in 1965. ' : .

Milton Friedman has reminded us over the years that "the true cost of 'gove'mment is how much it spends' " Modem :

-governments can best be thought of as a toll imposed on private-sector wealth-creating activity.-Over the past 15 years

that charge at the federal toll booth has fallen from almost 24 cents to about 19 cents on the dollar (see chart)

A
This is hard]y a call for retreating from the privatize and downsxze government act1v1t1es There is still: huge progress
to be made in restoring government to its constitutional and economically optimal size. A recent booklet by the
Institute for Policy Innovation on the growth of government shows that back at the start of this century the federal toll
was less than 5 cents on the dollar. By my calculations, the historical average federal share of the economy was about
8 percent to 10 percent. So despite the recent progress, the federal government is still twice as big as it should be.

Moreover, over‘ali spending isn't falling at all. Over the past four years, the federal budget has expanded by more than
$200 billion - during a time of peace and prosperity. Bill Clinton's last budget had more than $150 billion in new
spending requests over five years. The Republicans have made a habit of late of spending more money than even Mr. -

Clinton has requested.

~ The major factor behind the government's retreat is that the private economy has been surging over the past 18 years.

It appears that Ronald Reagan, Arthur Laffer and Jack Kenip saw the future with more clarity than anyone else in
Washington: the American miracle economy is outgrowing the budget, rendering it gradually more inconsequential
over time. This is‘a phenomenon that CNBC economist Lawrence Kudlow has described as "growing the
denominator.” So even though the federal budget is now about 140 percent more obese than it was in 1982 when this
record 18-year Reagan expansion (1982-99) began, the U.S. GDP has increased by an even more robust 185 percent.

With the right constellation of freedom and growth policies custom-designéd for the high-fcech, investor class age, the




_next president could very conceivably shrink the federal toll to between 10 cents-and'15 cerits on the dollar.
Considering that the government 1oll charged in the still socialist or "third way" European economies falls in the 30
cents to 40 cents per dollar range, a 10 percent ta.15 percent fedéral burden in the United States would create for
American workers and firms an insurmountable comparative advantage in the global economy. That giant sucking
sound would be trillions of dollars of i mvestment cap1ta1 from every corner of the globe pouring over the borders mto

 the United States. - - : oy :

To get government down to between 10 percent and 15 percent of GDP.by 2055 will require mogest fiscal disciplinary
~ measures to slow federal spending. We should immediately shut down the Comimerce or Energy Pepartments, for = .
. example. We should finally pull the United States out of failed and corrupt institutions like the International Monetary -

Fund and World Bank. The private sector should take over activities like legal services for the poor, public

broadcastmg, space exploratlon, medlca] research and making bank loans to small and minority-owned busme'sses'

* Equally important, a prosperity agenda aimed at’ mamtammv growth in the 3 percent to 4 percent range is 1mperat1ve :
i) to shrinking government's influence. Here Republicans in Congress need only plagiarize Steve Forbés' bold economic -
1 playbook. Forbes proposals include: personalized accounts far Social Security, a postcard 17 percent flat tax, medical . -

, ?:: savings accounts as an alternative to government-run health care, a U.S: policy of expanded free trade, school choice .
. for.all children, and an iron-clad commitment to keep the mtemet forever tax and regulation free. All these together

,.., would virtually guarantee accelerated growth.
- I .
l = Skeptrcs will say we are simply lwmg through a temporary pause in the relentless growth of govemment They may.
& ultimately be right. When Baby Boomers start signing up for Medicare and Social Security in about a decade, federal
| g * expenditures could easily double as a share of GDP. This makes it all the more 1mperat1ve that we shrink government
| ' now, and find private sector alternatives to soclalrsm for senior citizens. '
.. We are now llvmg in an global era aptly de_scnbed by Walter .Wnston as "tl_ile.twilight of sovereignty." Even Bill
Clinton's own "new Democrat" budget envisions federal spending dwindling down to 18 percent of GDP within the
next five years. If congressional Republicans get back to-promoting a genuine p]atform of freedom and 11m1ted
_ govemment we can even do better than that.
- Stephen Moore is dnrector of f scal policy studres at the Cato Instrtute and presxdent of the Club for Growth
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